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TRUSTWORTHY 


INTEGRITY OF TRUST ADMINISTRATION PRESERVED 


RUTH strikes roots, and spreads 
itself; all things false fade quickly 
like flowers,’’ said Cicero, the old 

? Roman statesman. There is a 

wealth of meaning in this saying. 

The best of our American institutions, 
and the best of our American citizens have 
had their full share of false criticism dur- 
ing recent months. Trust companies have 
not been spared. When false criticism 
and baseless attacks fall upon them, their 
officers, who have been laboring cease- 
lessly during the past few years to meet 
the difficult problems of every trustee in 
protecting estates, are filled with resent- 
ment. Even if trust companies happen 
to be singled out now and then for attack 
by those who have no regard for facts or 
for the truth, the officers of these institu- 
tions must remember that all of our im- 
portant, progressive organizations which 
are helping to sustain the foundations of 
American liberty are being subjected to 
similar calumnies. 

So far as American trust companies are 
concerned, and for the encouragement of 
these great financial institutions which 
have endured for over a hundred years, 
let us contribute a few currents of truth. 
We present facts, not in defense of trust 
companies, for they need no defense; but 
rather to show the absurdity of misleading 
statements by ignorant or splenetic 
critics. It is appropriate to recall the re- 


sults of inquiries conducted by Trust 
CoMPANIES Magazine based on official 
advices from bank supervisors of the 
forty-eight states and the Comptroller of 
the Currency, confirming with practical 
unanimity that not a dollar of trust or 
estate funds committed to the care of 
trust companies and banks as fiduciaries, 
has been lost to beneficiaries during the 
past decade due to failure of banks, mal- 
feasance or illegal conduct, as distinct 
from uncontrollable market depreciation 
of securities. Recent preliminary investi- 
gations indicate that this record of integ- 
rity has been maintained thus far during 
the current year despite the failure of 
many banks wrongfully styled ‘trust 
companies” and having no trust assets. 
Can individual trusteeship hold a candle 
to this record of trustworthiness on the 
part of corporate fiduciaries ? 

In the rare cases where there has been 
misconduct or failures, the capital stock 
of the company or the securities deposited 
with public officials, fully protected the 
beneficiaries of trusts from loss. Research 
shows conclusively that in estates which 
had been administered by trust compa- 
nies, the average time lapsing between the 
appointment of the administrative officer 
and the first publication for creditors was 
7 days, whereas the average time where 
the trusts were administered by individu- 
als was 29 days. 
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In Cleveland, Ohio, an investigation of 
probate records was recently made by the 
Cleveland Life Underwriters, Inc., which 
certainly cannot be charged with bias. 
The primary object was to show estate 
shrinkage as a means of encouraging the 
creation of life insurance trusts. Incident- 
ally, a comparison was made of 64 estates 
of $80,000.00 and over, administered dur- 
ing the years 1924 and 1925. The results 
showed that the cost of administration 
when estates were handled by trust com- 
panies and banks was 2.42% of net, as 
compared with 3.63% when handled by 
individuals. Likewise, the shrinkage in 
estates when handled by corporate execu- 
tors averaged 12.06% as compared with 
17.48% when handled by individuals. 

It is a habit of false critics to condemn 
all men or all institutions when they find 
an instance of weakness in the case of a 
few. They forget that there are hundreds 
of corporations with the words, “trust 
company” in their title who do not handle 
trust business. Hundreds of companies 
whose titles are thus misleading have been 
failing during the past few years. 

e¢o°0 
HOW TRUST FUNDS ARE 
SAFEGUARDED 


N addition to statistics and financial 
T| records showing the excellent work 

of trust companies, particularly 
during the past three years of rapidly 
falling security values and the collapse 
of our credit structure, those who would 
cast their poisoned darts at trust com- 
panies should consider the safeguards 
thrown around the administration of 
trusts by law. Trust officers, with no 
prejudicial interest in their work, and 
with their eyes fixed constantly upon legal 
requirements and the good of beneficiaries, 
have followed strictly all legal require- 
‘ments to the best of their ability and when 
allowed wide latitude by the will or the 
trust deed, have still acted on a con- 
servative basis. 

Constructive critics, as against destruc- 
tive snipers, are entitled to emphasize the 
fact that in some states the law unfortu- 
nately does not require trust companies 
to segregate trust funds from other funds 
or require that trust funds on deposit in 
the Banking Department shall be re- 
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garded as preferred and shall be safe- 
guarded by deposits of acceptable securi- 
ties to cover such funds. Even in the 
absence of such desirable legislation, how- 
ever, there have been comparatively few 
cases brought against trust companies, at 
the time of accounting, to surcharge them 
for misconduct and where such cases have 
been brought, they have been almost 
unanimously reversed by higher courts. 

Apart from the excellent record of trust 
companies for over a century, and apart 
from their adherence to the law in serving 
the best interests of beneficiaries, critics 
should at least have intelligence enough to 
know that they will always conduct their 
business in a reliable manner and for the 
best interests of those whom they serve. 
They are dependent upon public confi- 
dence for their very existence. The estates 
which they are now administering, al- 
though exceedingly large, are only a frac- 
tion of the estates which they will admin- 
ister in the future for thousands who have 
confidence in them. Unless their record is 
good, this potential business will be lost. 
Answer the critics if you choose on this 
purely selfish consideration, but the fact 
remains that trust companies are not go- 
ing to commit suicide by utter lack of 
business sense or by neglecting to exercise 
their utmost diligence in safeguarding the 
funds entrusted to them. They have at 
stake the most important thing in all the 
world, and that is public confidence. It 
follows as the night follows the day, that 
trust companies are not unmindful of 
what their service means. Their officers, 
their directors, their investment commit- 
tees and their experts are constantly at 
work on the great problems which con- 
front them. 

At the present time in the history of our 
country, every sense of decency demands 
that we should give credit to our great 
institutions for their integrity and should 
uphold confidence particularly in those in- 
stitutions which are doing their utmost to 
meet the demands of our citizens and to 
conserve the money and property of every 
individual. This is no time for false de- 
structive criticism by those who have no 
regard for the facts. Let us remember the 
comment of the old statesman Cicero and 
pass such critics by with a smile. 
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CLOSING DAYS OF THE POLITICAL 
CAMPAIGN 


HE end of one of the most important 
(T] presidential campaigns in the his- 
tory of the United States is ap- 
proaching. The two great parties are 
awaiting the decision of the voters. The 
eyes and thoughts of men and women 
are not centered on the platforms, but 
upon the personalities of the two candi- 
dates; upon what they have said and 
done; what they may do in the future; 
and what the choice of one or the other as 
President may mean to the financial and 
industrial welfare of the country. 

The great difficulty is that when the 
whole economic structure of a country is 
dislocated and when men and women able 
and willing to work are jobless and hun- 
gry, or fearful of their future economic 
independence, they may lose sight of the 
fundamentals and, in their confusion over 
many complicated issues, vote for a 
change of administration whether or not 
that administration be good. 
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The President, as the leader of his 
party, is justly entitled to rely upon his 
record. Laboring night and day for four 
years in devoted service to his fellowmen; 
familiar with poverty and what it means 
to a people; always ready and willing to 
aid the distressed wherever he has found 
them; quiet and unassuming, he would 
have preferred to let his record stand 
without the necessity of personally pre- 
senting that record to the American 
people. But upon insistent demand, he 
has appeared before them to explain what 
he has done, what he is doing and what he 
hopes to do for his country. Millions are 
familiar with the financial collapse of Euro- 
pean nations one by one. The President has 
set forth in a clear manner the campaign 
which he has waged on all fronts to win 
victory where there is no sound of shot or 
shell or martial music in the excitement of 
battle; a war against worldwide ruin; a 
war against subtle, unseen forces which 
suddenly appear in unexpected places; 
a war which gradually undermines the 
stamina of a people and slowly engulfs a 


NATIONAL TRANSPORTATION COMMITTEE, FORMED FOR THE PURPOSE OF STUDYING 
PROBLEMS CONFRONTING THE RAILROADS 
From left to right: Clark Howell, Alexander Legge, Calvin Coolidge, chairman; Bernard M. 
Baruch and Alfred E. Smith 
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nation. Such a crisis needs true leader- 
ship of the Hoover type. 

Pointing to his record, the President 
has shown the ramparts which had to be 
taken and the necessary plans to meet the 
unseen foe. We now understand the im- 
portance of the debt moratorium; the 
labor of the President in successfully or- 
ganizing financial agencies to maintain 
the credit of the United States, and charit- 
able agencies to save the hungry and the 
homeless. Upon this record the President, 
who has met the shock of world tragedies, 
rightfully stands. Casting aside his mantle 
of reticence he attacks vigorously those 
who would minimize or falsify the record. 

The Democratic party, seeking to con- 
vince the voters that there should be a 
change for what they conceive to be bet- 
ter policies and more aggressive action on 
social, political and economic problems, 
has selected as its candidate the Governor 
of the State of New York; a man of great 
personal charm; a speaker whose words 
ring clear and who, like the President, 
has been received with wild applause by 
millions of admirers throughout the coun- 
try. Governor Roosevelt asks for a new 
deal; for changes which he considers 
essential to progress in a country, rich in 
resources, whose economic stability has 
been shaken. 

Except for the fact that the candidates 
are presenting the issues to millions of 
voters instead of scattered colonies, the 
campaign reminds us of the historical days 
when Jefferson and Hamilton were con- 
tending over the protective tariff, bank- 
ing and international problems. Through- 
out the campaign, President Hoover has 
conducted himself with the dignity of his 
office. Governor Roosevelt, likewise, al- 
though necessarily forcing the attack, has 
not resorted to methods which often 
characterize political controversies. 

In spite of petty and senseless attacks 
upon the President by such men as Norris, 
Reed and Johnson who are unworthy of 
the confidence of either party, and in con- 
trast to the utterances of these traducers 
of American justice and fair play, the 
citizens of the United States, harassed 
by hardships and by fears, have shown no 
tendency to resort to vilification or the 
semblance of force. 
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MARKED PROGRESS IN FRIENDLY 
RELATIONS WITH LAWYERS 


f aed VIDENCE of the progress and grow- 
ing spirit of harmonious relation- 
ship between trust companies and 

members of the legal fraternity, is con- 
tained in the report presented at the re- 
cent annual meeting of the American Bar 
Association by its Committee on Un- 
authorized Practice of the Law. It is 
significant of this conciliatory attitude on 
the part of not only the national, but 
state and local bar associations, that but 
a small part of the report of the Commit- 
tee on Authorized Practice of the Law is 
devoted to discussion of fiduciaries. There 
is renewal of the pledge to strive for main- 
tenance of friendly relations, to avoid 
litigation or legislative attacks upon trust 
companies relative to “‘practice of law” 
and alleged encroachments upon profes- 
sional preserves. 

It is of importance that the American 
Bar Association Committee in its latest 
report recognizes the right of trust com- 
panies and banks to advertise their quali- 
fications to exercise fiduciary powers. 
This is in contrast to legislative attempts 
made in past years by local or state bar 
associations which attempted not only to 
limit the performance of fiduciary func- 
tions but prohibit banks and trust com- 
panies from either soliciting or advertising 
trust service. The American Bar Associa- 
tion Committee, headed by John G. 
Jackson, pays unqualified tribute to the 
friendly and helpful spirit which has 
animated the Committee of the Trust 
Division of the American Bankers Associ- 
ation, under the chairmanship of Robert- 
son Griswold. The report, commenting 
upon favorable replies received from bar 
associations as to their relations with 
corporate fiduciaries, says: 

“The growth of this satisfactory atti- 
tude, in the opinion of this committee, 
invites a suitable response from the Bar, 
who should in turn recognize that as 
banks and trust companies are entitled 
by law to act as executor and trustee, 
they are likewise entitled to advertise 
their qualifications to exercise these 
statutory powers in a dignified and re- 
strained manner.” 
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TRUST COMPANIES AND RAIL- 
ROAD SECURITIES 


HE financial plight of the railroads 
T| is too well known to need com- 

ment. The great problems which 
are confronting the railroads have been 
discussed by statesmen, bankers, trans- 
portation executives and economists. 
Pages of statistics and addresses and of 
reports have been written. Attention 
has been called time and again to the fact 
that our great arteries of commerce em- 
ploy directly and indirectly millions of 
men and women and that millions of dol- 
lars of railroad securities are held by 
individuals, insurance companies, savings 
banks and trust estates. Many states 
have legalized as investments for savings 
banks and trustees railroad bonds and 
in some cases preferred stocks, provided 
the financial status of the railroad has 
been maintained, so far as capital and 
dividends are concerned, for a period of 
years. 

The collapse of the railroads during the 
present crisis has seriously impaired the 
investments by the public and by our 
great financial institutions. Many of the 
states which have extended their lists of 
legal investments to certain railroad and 
public utility bonds publish annually a 
list of such investments which comply 
with the provisions of the statute. The 
railroads have been gradually weakened 
to such an extent that if the State Bank- 
ing Department applies its rules with- 
out limitation it would be required to 
drop from its lists most of the railroad 
bonds. If these bonds are suddenly 
dropped from the list of legal investments 
both for trustees and for savings banks, 
it is easy to see the dilemma which con- 
fronts such institutions. If they sell the 
bonds they deplete capital by reason of 
the fact that such bonds at the present 
time have fallen in market value to prices 
which do not actually represent their real 
value. If they retain the investments, 
they are running the risk of being per- 
sonally liable for losses in holding invest- 
ments which are not legal. 


Aware of the seriousness of the situa- 
tion, the New York Legislature passed an 
act providing for a moratorium on rail- 
road bonds as legal investments for trus- 
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tees and savings banks which abrogated 
the requirements as to earnings against 
fixed charges for the year 1931. This 
moratorium has been extended by an 
act passed in January, 1932, to April 1, 
1933. Doubtless other states will take 
similar action in order to save the situa- 
tion, while the various agencies at work 
upon the problem of sustaining the rail- 
roads complete their tasks. 

President Hoover, fully aware of the 
importance of the problem, has worked 
unceasingly upon it. With the coopera- 
tion of the Interstate Commerce Commis- 
sion, he originated the Reconstruction 
Finance Corporation and the Railroad 
Credit Corporation. It will be the pro- 
vince of these corporations to assist the 
railroads over their present difficulties by 
loans which, in due course and with the 
return of prosperity, will be paid. The 
President has also called to his assistance , 
a committee of able men, who are well 
known to the public, to the end that the 
committee may study the entire problem 
and make recommendations for construc- 
tive action. 

Ex-President Calvin Coolidge is chair- 
man of this committee, and he states 
that this is the National Transportation 
Committee formed for the purpose of 
studying the problems of transportation. 


oo > 


TAX RULINGS ON TRANSFER OF 
SECURITIES 


N important ruling affecting trustees 
maintains that the transfer tax 

applies where a person turns over 
stocks and bonds to a bank as trustee, 
even though the donor of the trust re- 
serves right to revoke. Tax will also be 
imposed on transfer back to grantor upon 
revocation of the trust. 

Other rulings on the transfer stamp tax 
hold that transfer of bonds from bearer 
to registered form or vice versa, in name 
of same holder, provided new bond repre- 
sents same indebtedness of corporation, 
is not taxable. Deposit of bonds with a 
protective committee without transfer to 
them of legal title not taxable. Deliveries 
between customer and broker for purposes 
of sale or purchase are not taxable, but 
transfer between brokers is subject to tax. 
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NECESSITY OF UNIFORM STATE 
LAWS FOR FIDUCIARIES 


UESTIONS as to the powers and 
@ duties of executors, administrators 

and trustees are constantly arising. 
Trust officers are called upon daily to 
interpret the provisions of wills and trust 
agreements; to determine the extent of 
the powers which they may have in the 
management of an estate and to act, not 
only within the legal rules and require- 
ments, but also under the implied powers 
of the office, to the end that the estate 
may be handled in a proper legal manner 
and at the same time for the practical 
benefit of all concerned. We have fre- 
quently called attention to the fact that 
the line of demarcation between the 
duties of an executor and the duties of a 
trustee, particularly when both offices 
are held by the same individual, is hazy 
and indistinct. Able trust officers and 
lawyers are confronted with many puz- 
ling problems growing out of the adminis- 
tration of estates by executors and 
trustees. 


In a comprehensive and able address 


before the Tenth Regional Trust Confer- 
ence of the Pacific Coast and Rocky 
Mountain States, delivered at Los Ange- 
les, California, on September 30, Mr. 
Gilbert T. Stephenson, vice-president of 
the Equitable Trust Company of Wil- 
mington, Delaware, set forth in detail the 
extent of the powers of executors, admin- 
istrators and trustees, not only analyzing 
their legal and statutory rights and duties, 
but also their powers in general, including 
inherent powers, expressed powers, im- 
plied powers and parallel powers. ‘‘Trust 
service,” said he, “whether rendered by 
trust institutions or by individuals, will 
undoubtedly be improved if experienced 
trust men will give more attention to the 
powers of executors, administrators, and 
trustees, not so much with the idea of 
increasing and enlarging the powers as 
of defining and clarifying them. A tes- 
tor or settlor should, by all means, have 
some way of knowing what powers he 
grants and what powers he withholds 
when he names an executor or trustee 
and, furthermore, what powers the law 
would grant to or withold from the ad- 
ministrator of his estate and the guardian 
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of his children if he should die without 
a will.” 

The inherent powers of an executor are 
“those which are an integral part of the 
office. (1) to dispose of the testator’s 
body, (2) to assemble his assets, (3) to 
safeguard, preserve, and protect his assets, 
(4) to pay the charges against his estate, 
and (5) to distribute the residue. As to 
real estate, an executor’s power, apart 
from statutes which vest title in the 
executor or administrator, is limited to 
applying for an order of court to sell 
to make assets to pay charges against the 
estate.”’ ‘‘The inherent powers of a trus- 
tee, reduced to the minimum,” continues 
the writer, “‘are to receive, hold, defend, 
and pass the legal title to property, the 
beneficial interest in which is in somebody 
else.’ Other powers of a trustee are 
either expressed or implied. 

An important paragraph of the address 
is the definition of express powers, as fol- 
lows: “The express powers of executors 
and trustees are to be found in wills, trust 
agreements, deeds of trust, orders of 
court, and statutes. The draftsmen of 
wills in naming the express powers, sel- 
dom distinguish between powers of the 
executor and powers of the trustee. It is 
proper not to make such distinction. If 
the estate is trusteed, from the beginning 
the executor performs many of the func- 
tions of a trustee, and long after the trusts 
are set up the trustee may be called upon 
to do things that are technically the func- 
tions of the executor. So, the better plan 
is to name the powers without designating 
which are meant for executor and which 
for trustee and let the executor exercise 
such as are appropriate for the settlement 
of the estate, and the trustee exercise 
such as are appropriate for the adminis- 
tration of the trusts.” 

In discussing the expressed and the im- 
plied powers of executors and trustees, 
Mr. Stephenson, in a brief but interesting 
manner and with detail, enumerates the 
various powers and duties of fiduciaries. 
The entire address leads to his main pur- 
pose in the preparation of the address, 
and that is, to emphasize the importance 
of the movement on the part of the Trust 
Division, through its Committee on Fidu- 
ciary Legislation, to secure a uniform 
trust administration act. 
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GIFTS INTER VIVOS 


HE cases are conflicting on what con- 
stitutes sufficient delivery to com- 

plete a gift inter vivos. Whether or 
not a valid gift has been made by a de- 
cedent during his lifetime, has led to 
many.a controversy, not only among 
heirs and distributees of an estate, but 
also as to both state and federal inherit- 
ance taxation of the estate. If there was 
a valid gift, without presumption that it 
was made in contemplation of death, the 
gift is not a part of the gross estate for 
estate taxation. 

It was held in Copland vs. Commissioner, 
41 Fed. (2d) 501, that there must be such 
a change of possession as will put it out 
of the power of the donor to repossess 
himself lawfully of the property; the gift 
must go into effect at onceand not atsome 
future time, and the giver must part with 
all dominion and control. On the other 
hand, retention of the key of donees’ safe 
deposit box is not of itself sufficient to 
defeat the gift. Bingham vs. White, 31 
Fed. (2d) 574. Indiana courts have held 


that delivery to a third person who is 
only the agent of the donee, results, on 


the agent’s death, in the revocation of the 
agency and the defeat of the gift, and 
that where the gift is in the keeping of a 
bank, subject to the further direction of 
the donor as to the final disposition of the 
property, the relation is one of agency. 
Grand Trust etc. Co. vs. Tucker, Ind. App. 
345, 

A difficult situation, arising under the 
Indiana law of gifts, was presented re- 
cently in the Federal Circuit Court of 
Appeals for the Seventh Circuit. John 
Wesley Smith, the decedent who died in 
1927, had on Christmas, 1923, told his 
five children that he was giving them 
equally 600 shares of Prairie Oil and Gas 
Co. stock, the certificates of which at all 
times remained in the names of a stock 
brokerage firm endorsed in blank. De- 
cedent then said he was placing the cer- 
tificates in the lock box of his son, Earl, 
of which decedent at all times retained the 
key, the son Earl also having a key. He 
said that the certificates would be placed 
in his folder in a compartment having 
each of the children’s names on it and 
that he would keep the dividends, at least 
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temporarily. He kept the dividends until 
his death. Nothing was said about any 
right to revoke the gift. Within three 
months decedent recorded the gift in his 
journal. He had no other papers in the 
lock box of his son Earl. The son saw the 
certificates in the folder. The donees 
never voted the stock nor received any 
corporate notices. Later the decedent, 
without notifying his children, took out 
the certificates, and replaced them with 
an equivalent amount of new certificates 
of a new issue of a reduced par value. 
The stock was sold after his death. 

The Commissioner of Internal Revenue 
and the Board of Tax Appeals ruled that 
the stock never ceased to form part of 
the decedent’s estate, because there was 
no delivery. 

The Circuit Court of Appeals held that 
decedent intended to part with all domin- 
ion and control, except his right to the 
dividends during his life, which was 
merely a limitation on the quantity of the 
contemplated gift, and in no way affected 
its validity; that though decedent took 
days or weeks to perform the details, that 
fact did not violate the principle that a 
gift inter vivos must go into effect at once, 
because that principle relates to the de- 
livery rather than the expression of inten- 
tion; that delivery to a third person for 
the benefit of the donees suffices, such 
third person becoming a trustee for the 
donees; that there was no inconsistency 
in the donor’s exchanging the certificates 
for new ones, for he was a father dealing 
with his children; and such act was in 
their interest; and that there was no 
evidence that he ever opened his son Earl’s 
lock box on any other occasion. In the 
case of Smith, Administrator vs. Commis- 
sioner, Circuit Court of Appeals, Seventh 
Circuit, June 23, 1932, the Court con- 
cluded that the decedent had divested 
himself of all power legally to repossess 
himself of the stock; that he had never 
attempted to do so, and that the trans- 
action was a valid gift inter vivos. 

a & 

America’s leadership in commercial 
aviation is affirmed in an announcement 
that United Air Lines carried 10,700 
revenue passengers during July, more 
passengers than were carried by any air 
line in the world in one month. 
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A. B. A. UPHOLDS DUAL BANKING 
SYSTEM 


mre) MONG the many proposals for re- 
A form of our banking system is the 
—— Claim that there should be a unified 
system for the country as a whole under 
federal government supervision. The 
theory of this proposal is that it would 
make for better supervision, for better co- 
ordinated banking structure and for 
higher standards of management. 

The Economic Policy Commission of 
The American Bankers Association, after 
careful study of the question, went on 
record as upholding the present dual sys- 
tem of banking, at the same time recom- 
mending enlargement of the sphere of 
influence of the Federal Reserve System. 
“We are in favor,” said the report of the 
Commission, “of a broadening unity in 
the functioning of our commercial banks 
both state and national, along sound, co- 
ordinated lines under the leadership of an 
ever-improving Federal Reserve System. 
We do not believe that it is necessary to 
sacrifice to this end the dual banking sys- 
tem of optional state and national charters 
which in the banking field stands as just 
as great a defense against undue central 
government control over the financial 
liberties of our people as the dual system 
of state and federal governmental juris- 
dictions represent in respect to their 
political liberties.” 


oo ¢ 
DILIGENCE OF A TRUST 
COMPANY 

LTHOUGH a ttrust company is 
nN merely a corporation, nevertheless 

its officers and particularly its trust 
officers are diligent in performing to the 
best of their ability the duties imposed 
upon them by instructions in a will. The 
case of Peter Britz (N. Y. Law Journal, 
September 6, 1932), in which the Marine 
Trust Company of Buffalo was named as 
an executor, is not only interesting on the 
human side, but it illustrates clearly the 
care and the attention which the officers 
of the Marine Trust Company applied in 
connection with carrying out the pro- 
visions of the will. 
bt Peter Britz, a citizen of the United 
States, died in Australia in 1921. He left 
a will which was admitted to probate in 
May, 1922. The will named the Marine 
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Trust Company of Buffalo as executor 
and trustee. The will directed the Ameri- 
can executor to pay to the testator’s 
brother, John Britz, $5,000.00. The hu- 
man interest in the will is found in the 
following provision: ‘‘As I have not heard 
anything of my brothers John or William 
for many years, I direct my said Ameri- 
can executor to use all reasonable endeav- 
ors by advertising or such other manner 
as my American executor shall see fit to 
ascertain their whereabouts, and if within 
one year from my death, their where- 
abouts have not been discovered, the 
legacies given to such of them as has not 
been discovered shall lapse.” 

The trust company inquired personally 
of various relatives of John Britz, includ- 
ing his brother and his half brother as to 
his whereabouts. The trust company also 
corresponded with parties in Ontario and 
at Colden, New York, where they were 
advised that they might obtain some in- 
formation with reference to John Britz. 
It also placed advertisements in the 
Buffalo Evening News without results. It 
made every effort to trace the missing 
John Britz. Finally, on its accounting as 
executor, it published the regular citations 
in the Buffalo Evening News and the 
Buffalo Commercial. Furthermore, a 
special guardian was appointed for the 
said John Britz and he was informed of all 
of the circumstances. The court finally 
decreed, and was upheld in its decree, 
that the trust company had used all 
reasonable endeavor by advertising and 
otherwise to ascertain the whereabouts 
of John Britz. It then decreed that the 
legacy of $5,000.00 of John Britz should 
lapse in accordance with the provisions 
of the will. Later it appeared that John 
Britz had for a long time been an incom- 


_petent person and at the time of the pro- 


bate of the will and the various proceed- 
ings connected with the estate, had been 
an inmate of the Buffalo State Hospital, 
where he had been committed by the 
public authorities. The Liberty Bank of 
Buffalo was appointed the committee for 
John Britz in 1931, and raised the ques- 
tion as to whether or not it was entitled 
to collect the legacy which the court had 
declared lapsed in 1924. The court de- 
cided that the Liberty Bank had no claim 
for such legacy. 
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BOND MARKET REFLECTS RE- 
VIVING CONFIDENCE 


HE bond market has made a sub- 
stantial rebound from panic condi- 
tions but it is still materially below 
the average levels of the past ten years 
and of the pre-war period. The recent 
strength in the bond market has been 
largely an outgrowth of the belief that the 
gold standard crisis is over. The outlook 
for the next six to twelve months is con- 
ditioned primarily by the banking situa- 
tion, and with reference to this factor it is 
well to follow closely the trend of gold 
imports, or the reverse. Thoroughly high 
grade bonds are in a strong position but 
second and third grades are likely to be 
subject to sharp irregularities. 

Discussing future aspects of the bond 
market, Dr. Lionel D. Edie, a well known 
authority on bond values and also presi- 
dent of the Capital Research Company, 
Inc., says: ‘“The bond market is in a place 
where the confidence and the fear of the 
capital of the world are reflected. The 
improvement which has already taken 
place in the high grade bond market is an 
indication that confidence has begun to 
triumph over fear. For the continuation 
of this triumph it is necessary that the 
gold standard ke preserved against all 
threats of unsound money, that the bank- 
ing situation should not be allowed to 
relapse into a wave of deflation, contrac- 
tion and destructive liquidation, that the 
budget of the Government of the United 
States should be balanced in unmistakable 
terms, and that the American people shall 
not bow down to false gods of another 
violent wave of inflation as a means of 
avoiding the necessity of dealing with 
realities as realities. 

‘““Many people have entrusted their life- 
time savings to bonds which were rated 
as high grade, only to see certain of those 
securities go the way of all speculative 
flesh. It is high time for those people to 
visualize the bond market as a citadel of 
modern capitalistic society to rescue this 
market from the speculative barbarians. 
By so doing, we shall guarantee the func- 
tioning of the bond market as an instru- 
ment for the restoration of the broken- 
down world business order to its old vital- 
ity. The market for private capital must 
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be kept functioning smoothly if we are to 
restore freedom of movement in all the 
channels of trade, production and em- 
ployment.” 


oo & 
PREFERENCE OF TRUST 
DEPOSITS 


HE unprecedented number of bank 
failures throughout the country has 
brought to the front many ques- 

tions which have not heretofore been so 
important, and many of the states are 
checking their laws governing the han- 
dling and investment of trust funds by 
banks and trust companies. They are 
doing this, not because the banks or trust 
companies have been guilty of misman- 
agement or wrongdoing in dealing with 
such funds, but because an unprecedented 
depression, with its ensuing failures of 
great financial institutions, has pointed 
the way to laws for the better protection 
of estates. The recent case of Ex Parte 
Michie, decided by the Supreme Court of 
South Carolina, July 20, 1932, illustrates 
at least one phase of the new movement. 
On June 6, 1928, the Peoples Bank 
qualified as executor of the estate of 
Michie. At the time of his death Michie 
had a deposit at the Peoples Bank. When 
the bank qualified as executor, it trans- 
ferred the account to its name as executor, 
but no other change was made. The 
money remained as a general deposit in 
the bank. Upon the failure of the bank 
October 30, 1928, the question at once 
arose as to whether or not the estate de- 
posit had priority as against other deposi- 
tors and general creditors. The court was 
confronted with two rules of equity. One 
rule requires the assets of an insolvent 
corporation to be distributed pro rata 
among creditors. The other rule prescribes 
that a trustee must keep trust funds sepa- 
rate from his own. There is no doubt as to 
the application of the latter rule to in- 
dividual trustees. But does it apply to 
banks which have been authorized to act 
as trustees by the state statutes? In 
many states the laws have not so pro- 
vided. In fact, it has been assumed that 
banks would naturally deposit trust funds 
in the same manner as the funds of other 
depositors and that the capital stock of 
the bank plus the double liability of stock- 
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holders would be ample protection for all 
deposits. 

The court decided that there was no 
element of bad faith or moral wrong on 
the part of the bank, and that since the 
specific money belonging to the estate 
could not be traced, the estate had no 
preference and must share pro rata with 
other depositors. The interesting part of 
the decision, however, is the comment of 
the court as to what happened after the 
death of Michie. In 1930, the General 
Assembly of South Carolina passed laws 
requiring all corporate fiduciaries to segre- 
gate trust funds from all other assets and 
to secure all funds awaiting investment 
or distribution. 

In conclusion it should be noted that 
most of the states have long since passed 
laws which require the segregation of 
trust funds by corporate fiduciaries, and 
that in states which have no such statutes 
the leading banks and trust companies 
have adopted this practice. 

oo > 
ENCOURAGING WORDS FROM 
SECRETARY OF UNITED STATES 

TREASURY 


MONG the many able addresses of 
A Honorable Ogden L. Mills, Secre- 


tary of the Treasury, none is more 
brilliant and encouraging than his ad- 
dress on The Financial Panic and Pro- 
gram of Reconstruction, before the Bank- 


ers Convention at Los Angeles. Mr. Mills 
attributes the financial collapse to credit 
expansion and the speculative boom, dur- 
ing which money flowed into America 
from allover the world. Inflation brought 
on its train of evils. Reaction set in, and 
with the hasty retreat accompanied by 
worldwide fear, the crash came. In the 
battle for recovery the speaker explained 
the two important ramparts against which 
the Government directed its forces: first, 
to (underpin the credit structure of the 
country, and, second, to counteract the 
fearful contraction of credit. The crea- 
tion of The Reconstruction Finance Cor- 
poration and the purchase by Federal 
Reserve Banks of over One Billion Dol- 
lars of government securities turned the 
tide. We welcome the assurance of the 
Secretary’ of the Treasury that “all 
doubts as to the credit of our government 
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and the integrity of our currency are 
gone. Fears as to the strength and 
ability of our banks to withstand unusual 
demands have been greatly lessened. 
The anxiety less needed credit be unob- 
tainable is beginning to disappear.” 
ooo 
TRUST COMPANIES AS TRUSTEES 
IN BANKRUPTCY 


ONTROVERSY has arisen recently 
regarding the practice of the federal 

judges for the Southern District of 
New York in appointing the Irving Trust 
Company, as receiver in numerous bank- 
ruptcy cases. The federal judges in this 
district, in an effort to obtain proper 
administration of bankrupt estates and 
to put a stop to the robbing of such estates 
by self-serving individual receivers and 
trustees and their attorneys, agreed upon 
the desirability of appointing a trust com- 
pany to administer such estates. 

In the gigantic failure involving the 
Kreuger Companies and particularly the 
International Match Company, the Irving 
Trust Company was appointed receiver in 
bankruptcy and later elected trustee of the 
International Match Company. Inde- 
pendent debenture holders organized and 
made a request to appeal from the ruling 
of the Federal Court in appointing the 
Irving Trust Company receiver, and in 
the resulting election of the trust com- 
pany, as trustee. The order electing the 
Irving Trust Company, trustee, had been 
upheld by federal judge Julian W. Mack. 
The United States Circuit Court of 
Appeals decided against the independent 
debenture holders and sustained the 
action of the lower courts. 

Until the bankruptcy laws have been 
amended and revised to prevent some of 
the vicious practices which now exist in 
connection with the administration of 
bankrupt estates, the federal judges have 
gone a long way in preventing such prac- 
tices by appointing a trust company as 
receiver. The judges for the Southern 
District of New York are to be com- 
mended for their action and we have no 
doubt that they will be sustained consis- 
tently by the higher courts in their at- 
tempts to remedy as far as possible the 
present defects in the bankruptcv laws. 





PROPOSED BANKING REFORM AND CREDIT CONTROL 
LEGISLATION 


HAZARDOUS AND CONSTRUCTIVE PROVISIONS IN REVISED GLASS BILL 


BENJAMIN M. ANDERSON, Jr., Ph. D. 
Economist of the Chase National Bank of City of New York 


(Epitor’s Note: Regardless of the outcome of the Presidential election there is little 
doubt that Congress will address itself to the subject of banking reform legislation at the 


approaching session. 


In the Senate the stage has been cleared and right of way given for 


debate on the revised Glass banking bill which was reported at the last session from the Senate 
Committee on Banking and Currency. In its original form the Glass bill aroused a storm of 


protest from bankers and others. 


In its revised shape, embodying recommendations sub- 


mitted by the Federal Reserve Board and influenced by objections from bankers, the measure 
contains some constructive proposals but is not without possibly harmful innovations. 
Mr. Anderson analyzes the various provisions of the Glass bill which will be the basis of 


proposed legislation.) 


HE revised Glass Bill, S. 4412, voted 

by the Senate Committee on Banking 

and Currency on April 16th, though a 
much softened document as compared with 
S. 4115, still retains the essentially wrong 
point of view of the original measure. It is 
aimed at symptoms, rather than causes. De- 
signed to prevent a repetition of the specu- 
lative orgy of 1928-1929 and the abuse of 
bank credit and financial machinery which 
that speculative orgy involved, it actually 
contains no provisions which, had they been 
in effect in 1928-1929 and in the preceding 
period when the unsound situation was cre- 
ated, would have prevented the main evils 
of that period. 

The earlier Glass Bill was designed to 
Sweep away a great body of financial prac- 
tices which have grown up by an evolution- 
ary process in the country, and which have, 
on the whole, worked well. The new bill is 
less sweeping in its scope, but is unchanged 
in spirit. In the years 1928-1929, these nor- 


mal financial practices obviously and notori- 
ously worked very badly, with results which 
have been disastrous for the country and for 
the world. Less obviously, but demonstrably, 
they were being perverted and poisoned in 
the years which preceded, the process begin- 
ning, in fact, in early 1922, and moving rap- 
idly from the middle of 1924 to the end of 
1927. 

The writer submits that the remedy is not 
to be found in striking at the financial prac- 
tices and institutions which were thus per- 
verted and poisoned, but which, protected 
from the poison, can function normally and 
wholesomely once more. The remedy is, 
rather, to eliminate for the future the poison 
which has thus perverted them. That poison 
is a general excess of bank credit at artifi- 
cially. low rates, growing out of excessive 
bank reserves—the control of which rests 
with the open market policy and the discount 
rate policy of the Federal Reserve System. 
Rediscount rates held above market rates, 





368 


and an open market policy designed to re- 
strain expansion in boom times rather than 
to encourage expansion, should be the objec- 
tives of the Glass Bill. The original Glass 
Bill contained some provisions, two of them 
quite drastic, aimed at preventing over-rapid 
expansion of bank credit in the future. The 
present measure contains practically nothing 
that would work in this direction. The writer 
is especially disappointed, in this connection, 
that Senator Glass has given up the idea of 
modifying reserve requirements against time 
deposits, even though the original proposal 
was too drastic, and is greatly concerned at 
the indications that the Senator may be fa- 
vorably disposed toward the Federal Reserve 
Board’s “velocity” proposal regarding mem- 
ber bank reserves. 

The new bill does contain, however, many 
important provisions which would make a 
great deal of unnecessary disturbance in the 
banking situation, and less sound, rather 
than sounder conditions in the securities 
market and in the general banking situation. 
Among these may be especially mentioned: 
the provision designed to force branch bank- 
ing on states which do not want it; those 
aimed at abolishing the security affiliates of 
chartered banks; those drastically limiting 
the ability of banks to engage in buying and 
selling bonds; the provision restricting bank 
loans to consolidated businesses; the provi- 
sion dealing with brokers’ loans “for account 
of others”; and the provision taxing solvent 
banks for the purpose of liquidating insolvent 
banks, which is apparently an opening wedge 
for the permanent adoption by the Federal 
Government of the policy, already proved un- 
sound by various states, of bank deposit 
guaranty. 


Purposes of Federal Reserve System Defeated 
The present writer entertains a great re- 


spect for Senator Glass. It is a pleasure to 
record admiration for his distinguished abili- 
ties, for his statesmanlike and patriotic ca- 
reer, and particularly for his great work in 
the drafting and passage of the Federal Re- 
serve Act. The writer shares Senator Glass’s 
disappointment that so many of the purposes 
of the Federal Reserve Act have been de- 
feated. Senator Glass had supposed that he 
had created a commercial paper system. To 
be sure, paper, secured by bonds and notes 
of the Government of the United States, 
could be rediscounted under his original act 
(though the fifteen day notes, secured by 
government bonds, were provided for only 
in later legislation), and the Federal Reserve 
banks were permitted to buy and sell gov- 
ernment securities in the open market. But 


TRUST COMPANIES 


the total of United States government bunds 
at the time the act was passed amounted 
only to about a billion dollars, of which ap- 
proximately 700 millions were used as se- 
curity for national bank notes, while, of the 
remainder, a very substantial part was in 
trust funds, leaving a floating supply much 
too insignificant to serve as a basis for any 
considerable amount of Federal Reserve 
credit. The big change came with the war 
and the great issue of Liberty bonds. The 
original theory that Federal Reserve credit 
would expand and contract with the needs of 
trade, as manifested by the rediscount of 
commercial paper, has been spoiled by this 
development. Since early 1917, Federal Re- 
serve credit has been governed rather (a) by 
the fiscal needs of the Treasury, or (b) by 
the policy of the Federal Reserve authorities. 


Causes or Symptoms 

A patient is sick with a germ disease. The 
symptoms are high fever, labored breathing, 
pains in various parts of the body, violent 
twitching of the legs, and delirious speech. 
The neighbors gather about him to decide 
what is to be done. One proposes to reason 
with him regarding the delusions which 
manifest themselves in his delirious conver- 
sation and to explain to him wherein he is 
mistaken. Another proposes local anestheti¢s 
for the pains in various parts of his body. 
Another proposes to tie down his legs so that 
they can’t twitch. Another thinks that the 
fault is with the thermometer, which is regis- 
tering 105 when 98.6 is normal, and proposes 
to stabilize the thermometer so that it will 
always register 98.6, while yet another neigh- 
bor reealls that he has seen a good many 
people with temperatures of 105 recently, 
and suggests that the normal has changed 
and that 105 is really all right. Still another 
proposes ice packs to reduce the fever. 

3ut when a physician is called, he traces 
all the symptoms to one unitary cause. There 
is a definite germ; he knows the behavior of 
the germ, and he knows the serum that will 
control the germ. He doesn’t disapprove of 
the ice packs to reduce the fever, but he is 
very impatient with the rigging of the ther- 
mometer and with tying down the twitching 
legs. He emphasizes the importance of con- 
trolling the germ, and he knows that the 
symptoms are due to the germ. 


Branch Banking Forced on States 
The new variation of the Glass Bill, in 
sections dealing with branch banking, omits 
the qualification contained in 8. 4115 “if such 
establishment and operation are at the time 
permitted to state banks by the law of the 
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state in question.” It provides that na- 
tional banks, regardless of the laws of the 
states in which they are located, may, with 
the approval of the Federal Reserve Board, 
establish branches throughout the state, and, 
further, if “the ordinary usual business of 
such association is found to extend into an 
adjacent state, the Federal Reserve Board 
may permit the establishment of a branch 
or branches by such association in an adja- 
cent state, but not beyond a distance of fifty 
miles from the place where the parent bank 
is located.” I regard this as an extremely 
undesirable provision, which can accomplish 
a great deal of harm. 


The assumption that branch banking is bet- 
ter than unit banking and that our banking 
troubles in the past few years in the United 
States are due to unit banking and would 
have been prevented if we had had branch 
banking is pure assumption. Branch banking 
systems and unit banking systems alike have 
suffered in the great world crisis. Branch 
banking systems as well as unit banks have 
gone under in the United States. When a unit 
bank gets into trouble, the consequences are 
local and limited. When a great branch 
banking system gets into trouble, the conse- 
quences are very widespread indeed. In sev- 
eral foreign countries they have necessitated 
the placing of the credit of the government 
behind the banks, and, in some, the burden 
has been too heavy even for the credit of the 
government, with the result of impaired pub- 
lic credit and currency depreciation. Our 
unit banking system, like everything else in 
our financial machinery, was perverted and 
demoralized by the appalling expansion of 
bank credit based on excess reserves, which 
ran through the years 1922 to 1928. Many a 
banker, who was a good banker when he 
had only enough funds for the normal bor- 
rowing demands of his community, proved 
to be a bad banker when he was obliged, 
year after year, to invest excess funds. Here, 
as elsewhere in the Glass Bill, there is a 
striking at symptoms rather than causes. 

The passage of this provision would pave 
the way for a very undesirable competition 
among great banks in major cities for the 
acquisition of branches throughout their 
states. The more conservative bankers would 
naturally deprecate this, and would enter it 
reluctantly, but would feel themselves forced 
into it “to protect their positions.” The fact 
that the approval of the Federal Reserve 
board is needed could not be an adequate 
afeguard. The Federal Reserve Board could 
iot play favorites among banks. If it gave 
me bank permission to expand, it could not 


refuse permission to other banks which were 
adequately capitalized and in good repute. 

Concretely, it seems to me definitely un- 
desirable that the great banks of the city 
of New York should be reaching out over the 
state of New York and for fifty miles into 
New Jersey, with an occasional foray into 
Connecticut, in such a competitive struggle. 
The next few years for banking in New York 
ought certainly to be years of assimilation, 
consolidation and the solution of existing 
problems, rather than a period of rapid ex- 
pansion through branch banking in new ter- 
ritory. 

Security Affiliates of Banks 

Before the great chartered banks developed 
security affiliates, the business of underwrit- 
ing securities was primarily in the hands of 
a few great private bankers. Complaints of 
a “money trust,” of a capital market virtu- 
ally closed to all who would not deal with 
a few great private bankers, were frequently 
made. The charges were exaggerated, but 
contained an element of truth. The security 
affiliates of great banks, chartered by the 
Federal Government or by the states, have 
undoubtedly introduced a needed competitive 
element. 

This has been done without putting the 
funds of the depositors of the banks at the 
risks of the market. The security affiliate, 
separately capitalized, risks its own funds 
but not the bank’s funds in underwritings. 

In the period from 1924 to 1929, when the 
whole financial picture was distorted by the 
startling excess of money market funds, the 
security affiliates of banks, as well as private 
investment bankers, made many mistakes and 
contributed to the over-issue of securities. 
The mistakes are admitted. One of the chief 
activities today of the great security affili- 
ates, as of the stronger private banking 
houses, is trying to rectify the mistakes and 
to salvage as much as can be salvaged for 
the unfortunate investors who bought the 
securities that were over-issued during this 
period. Many of the foreign loans issued 
during this period were brought out by small 
houses which are no longer in existence. The 
affiliates of the great chartered institutions 
today have agents in foreign countries, not 
making new loans, but working to see to it, 
as far as may be, that coupons are collected 
and amortization payments made. 

That security affiliates and other corporate 
affiliates of great banks should be examined 
and regulated by the authorities which char- 
ter the great banks themselves is thoroughly 
desirable. But that, properly examined and 
regulated, they have a distinct and useful 
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place in our financial system, seems also 
clear. To abolish the issue of new securities, 
in a country whose business is so largely in 
the hands of corporations accustomed to ob- 
taining new capital from the public for the 
expansion of business, would clearly be in- 
dustrial suicide. To throw the issue of se- 
curities back into the hands of private bank- 
ers little subject to public authority, as pro- 
posed in the Glass Bill, could hardly improve 
the picture. 


Limitation on Loans to Consolidated 
Businesses 

Section 22 of the new Glass Bill amends 
section 5200 of the Revised Statutes by pro- 
viding that where a bank is making loans to 
a corporation and to its subsidiaries the lim- 
itation that loans to one borrower shall not 
exceed 10 per cent of the capital and un- 
impaired surplus of the bank shall be con- 
strued as covering the total of loans to the 
corporation and to all of its subsidiaries. 
This is a purely arbitrary provision. There 
are plenty of cases where great consolidated 
corporations are themselves fully good for 
a line of credit representing the full legal 
limit of the bank, and where they have sev- 
eral subsidiaries which are each fully good 
for additional lines of credit. This provision 
will hamper seriously regular commercial 
banking. The decision here is one for the 
credit man in the individual case. Legisla- 
tion cannot create good credit analysis, and 
arbitrary legislation with respect to these 
matters is greatly to be deplored. 


Unreasonable Limitations on Bank 
Investments in Bonds 

Section 14 of the latest version of the 
jlass Bill forbids national banks to engage 
in buying or selling investment securities on 
their own account, and limits them to buy- 
ing and selling such securities without re- 
course solely upon the order and for the 
account of customers, and in no case for 
their own account, and forbids them to un- 
derwrite any issue of securities. This is 
qualified by the proviso that national banks 
may purchase for their own account invest- 
ment securities under such limitations and 
restrictions as the Comptroller of the Cur- 
rency may by regulation prescribe, but with 
the following very extreme restrictions upon 
the Comptroller. The total amount of any 
issue of investment securities of any one obli- 
gor or maker shall not exceed at any time 
10 per cent of the total amount of such issue 
outstanding nor shall the total amount of the 
investment securities of any one obligor or 
maker held by a national bank exceed at 
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any time 15 per cent of the amount of the 
capital stock of the national bank and 25 per 
cent of its unimpaired surplus fund. 


That member banks were buying altogether 
too many bonds as a result of the excess of 
cheap money running far beyond the needs 
of commerce, industry and agriculture has 
been the contention of The Chase Economic 
Bulletin for many years. Bank investment 
policy, like everything else in the financial 
system, was distorted and perverted by the 
flood of cheap money. There was an appall- 
ing over-issue of bonds carried by expand- 
ing bank credit rather than taken up by 
investors’ savings. A very unwholesome situ- 
ation was created, and the losses of banks 
on bond account have been fearful. This is 
particularly true of the smaller banks and 
banks in country districts, which bought al- 
together too many bonds with high yield and 
narrow market. The great city banks, sacri- 
ficing yield to safety and liquidity, bought a 
much higher percentage of government se- 
curities and short maturities. 

But here, as elsewhere, the Glass Bill aims 
at symptoms rather than causes. Just because 
many banks made great mistakes in their 
investment policy in a wholly abnormal! 
money market and security market, is no rea- 
son why the law should permanently forbid 
or radically restrict the freedom of action of 
good bankers in these matters. The law 
should rather seek to strike at the root of 
the trouble, and to prevent in the future so 
great an excess of bank reserves that banks 
are driven to the bond market to employ sur- 
plus funds in undue amount. 

The provision that a bank cannot buy 
more than 10 per cent of the total amount 
of any one issue can make a great many 
difficulties. As a general rule in investment 
policy a bank would not ordinarly buy more 
than 10 per cent of any one issue. But cir- 
cumstances can easily arise where a large 
bank would be justified in buying the whole 
of a particular issue. A bank might have a 
loan to a business or railroad corporation 
which it had made in anticipation that the 
corporation would place a bond issue, and 
the state of the bond market might preclude 
the placing of such an issue with the public. 
The bank might very well improve its posi- 
tion by accepting an issue of bonds from the 
borrower in place of the slow loan, with the 
expectation that with improving market con- 
ditions the issue could be sold to the public. 
It is a question of judgment. 

This new section promises to impair the 
bond market a great deal, to lessen the sala- 
bility of bonds, to force the withdrawal from 
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the bond market of very important and use- 
ful trading activities of great, well-informed 
banks. 

Finally, it will sharply lessen the ability of 
banks to aid in crises. That great banks 
should be able to underwrite refunding bond 
issues, for example, when great railroad or 
industrial corporations have large maturi- 
ties in a crisis situation, is at times of vital 
importance. There are many things which 
good bankers do not ordinarily do, which 
they will do by concerted action, pro bono 
publico, in times of crisis and emergency. The 
writer welcomes the provisions of the Glass 
Bill giving greater supervisory authority to 
the Comptroller and the Federal Reserve au- 
thorities in these matters, but he protests 
against legal restrictions which would ham- 
per Comptroller, Federal Reserve authorities 
and banks, all three, in the concerted meas- 
ures which they take in times of public emer- 
gency. 

Brokers’ Loans for Account of Others 

Appreciating fully the evils that grew out 
of brokers’ loans for account of others in 
1928 and 1929, the writer questions sharply 
the desirability of the drastic legislation in 
the Glass Bill designed to prevent these evils 
in the future. Corporations, foreign banks, 
and others, whose funds were thus used in 
the securities market in 1929, felt no re- 
sponsibility for the market, and, with the 
first sign of weakness, made a concerted run 
upon the market, so that the New York banks 
had to step into the breach. But there have 
been many times in the past, notably in 1920 
and 1907, when well-informed non-banking 
lenders with steady nerves have come to the 
aid of the market in crises with loans which 
were induced by the high rates the market 
was willing to pay. The writer questions the 
desirability even of the existing Clearing 
House restrictions upon the placing of these 
loans through the usual banking machinery. 
If member banks don’t do it, private banks 
and others will. 

The Stock Exchange figures in 1929 showed 
a very great volume of such loans not placed 
through the usual banking machinery, and it 
is impossible, of course, to prevent corpora- 
tions and individuals from lending directly 
to Stock Exchange firms. It is better that 
the Clearing House banks should know what 
the operations are, and have all the tacts 
before them. The Glass Bill certainly sheuld 

t go so far as to forbid the use of bank 
machinery for making these loans. The bill 

1ould, at least, be amended so as to give 
the Federal Reserve authorities discretion 
\ith respect to the matter, and the Federal 
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Reserve authorities should work in close 
concert with the Clearing House in dealing 
with it. There can easily be times in the 
future when we shall need this money again 
in critical situations. 

With sound general money market policy 
in the future, we shall not have such an ex- 
cess of funds available for this purpose again. 
No small part of the excess cash of corpora- 
tions has already been absorbed in meeting 
deficits and weathering the existing crisis, 
and a very large part of foreign bank money 
has been withdrawn from the country. A 
great deal of the idle money of individuals 
has been invested, and more of it will be 
invested when a turn comes in the securities 
market. The problem will not recur in any 
dangerous way unless the general volume of 
money market funds is allowed to be exces- 
sive in the future. 


Control of the Money Market 


If the total of money market funds is ex- 
cessive, speculative abuses will arise. Efforts 
to control the direction of funds are, in the 
first place, largely futile and, in the second 
place, if effective, would constitute no safe- 
guard against dangerous speculation, because 
dangerous speculation can arise in every 
imaginable field. Security speculation was 
conspicuous in 1928 and 1929, but commod- 
ity speculation, financed with excessive 
credit, was the conspicuous thing in 1919-20. 
The total of brokers’ loans at the peak of 
the 1919-20 boom was approximately 1 bil- 
lion, 750 millions (as against 81% billions in 
1929) and, in 1921, this had been reduced to 
under 700 millions, the brokers easily pay- 
ing back the funds which were needed to in- 
crease commercial loans. The Glass Bill 
seems to have forgotten 1919-20, and to look 
only at 1928-29. 

The heart of the problem is in the control 
of the total of money market funds. The 
technique of this control is old and well 
known. It consists in keeping rediscount 
rates above the market rates for the par- 
ticular kind of paper rediscounted, and in 
using open market operations for the pur- 
pose of taking up slack as well as for the 
purpose of relieving tension in the money 
market. 


S. 4115, the earlier Glass Bill, contained 


a number of provisions dealing with the 
problem of control of the money market as 
a whole, including especially the provision 
increasing the reserve requirements against 
time deposits to the level of required reserves 
for demand deposits, a process to be spread 
over five successive years beginning Janu- 
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ary 1, 1933. The bill as amended contains 
only one of these proposals, namely, that re- 
garding control of open market operations. 
The present writer regrets the virtual aban- 
donment of the problem of control of the 
money market by the Glass Committee, and 
in what follows has definite suggestions to 
make with respect to these matters. 


Open Market Machinery and Open 
Market Policy 

The Glass Bill really deals only with the 
machinery for controlling open market opera- 
tions, and what it has to say about policy 
is too vague and indefinite to occasion any 
change in policy as it has existed in the past. 
The machinery which it creates is cumber- 
some and could occasion delays and dead- 
locks in critical situations, in view of the 
possibility that the Federal Reserve Board 
and the open market committee might not 
concur. The important thing is policy rather 
than machinery. At this point, the Glass Bill 
merely says that “open market operations 
shall be governed with a view to accommo- 
dating commerce and business and with re- 
gard to their bearing upon the general credit 
situation of the country.” 

Open market policy can be effective in 
checking over-expansion of credit only if but- 
tressed behind a rediscount rate above the 
market. In European practice, acceptances 
only are rediscounted by central banks (with 
exceptions for short-term government bills). 
The official discount rate is above the mar- 
ket discount rate. European central banks 
also make Lombard loans against government 
securities and other securities, but these go 
at a rate above the official rate—usually at 
one-half to one per cent above in the case of 
the Bank of England, and frequently as 
much as two per cent above in the case of 
the Bank of France. Single name commer- 
cial paper these banks do not take at all. 

In American practice the typical paper of- 
fered for rediscount is single name commer- 
cial paper, and the basic discount rate for 
the Federal Reserve banks should be the 
commercial paper rate. That rate should be 
above the market.... 

It is undesirable to tie up the Federal Re- 
serve System too closely ‘by inflexible legal 
restrictions. The desirable compromise would 
be for the Glass ‘Bill to lay down a statement 
of policy along the lines indicated above, 
leaving the Federal Reserve authorities free 
to modify this policy by a special vote of the 
Federal Reserve Board for restricted periods 
of time and with an explanation to be made 
in writing to the Senate and House Com- 
mittees on Banking and Currency when modi- 
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fications are made. It is especially undesir- 
able to force drastic reversals of policy on 
the Federal Reserve System in the midst of 
a great depression. Policies in the future 
ought to be very different from policies in 
the past, but the changes should be made 
gradually, and at opportune times. The law 
should define the policies at which the Sys- 
tem should aim, but should leave flexible 
authority in the hands of the System with 
respect to the matter. 


Reserve Requirements of Member Banks 


The new bill abandons the provisions of 
S. 4115, which proposed to raise the reserve 
requirements against time deposits, now 3 
per cent, to the same level as against demand 
deposits, namely 7, 10 and 138 per cent, re- 
spectively, for member banks in the country, 
reserve cities and central reserve cities. This 
increase was to be spread evenly through a 
period of five years. This proposal was too 
drastic. It would have made an increase of 
660 million dollars in the course of the next 
five years in the reserve requirements of 
member banks. With existing reserves in the 
neighborhood of two billion dollars, this 
would have been a terrific percentage in- 
crease, which would have forced a great deal 
of liquidation of bank credit. The committee 
did well to abandon this drastic provision. 

The striking out of the time deposit re- 
serve requirement section from the Glass Bill 
apparently paves the way for the proposal 
which the Federal Reserve authorities have 
made of basing member bank reserves upon 
activity as measured by debits to deposit ac- 
counts. There is a somewhat ambiguous sug- 
gestion in the interview which Senator Glass 
gave on April 16, to the effect that the Fed- 
eral Reserve Board’s “velocity” proposal 
“may be brought to the attention of the 
Congress later in a separate Dill.” It would 
be very unfortunate if this should prove to 
mean that Senator Glass has become a con- 
vert to this thoroughly unsound and danger- 
ous proposal made by the Federal Reserve 
authorities. 


Increased Supervision 


The writer sympathizes with the Glass 
3ill’s provisions which increase supervisory 
powers on the part of the Federal Reserve 
System and the Comptroller of the Currency. 
Security affiliates should be subject to exam- 
ination and regulation. The Federal Reserve 
authorities and the Comptroller should be 
able to restrain individual bankers engaging 
in unsound practices, and to dismiss bank 
officials who persist in unsound practices af- 
ter being warned. The writer is glad to see 
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that, in the new version of the Glass Bill, 
the committee has accepted the suggestions 
of the governor of the Federal Reserve Board, 
designed to prevent the arbitrary use of these 
increased supervisory powers. 


Taxing Good Banks to Liquidate Poor Ones 

Whether there is need for a Federal Liqui- 
dating Corporation, in view of the existence 
of the Reconstruction Finance Corporation 
and the regular liquidating machinery of the 
Comptroller’s office and the various state de- 
partments, may be questioned. But that the 
government should compel the member banks 
of the Federal Reserve System to contribute 
one-quarter of per cent of their total 
net outstanding time and demand deposits to 
a corporation to liquidate failed banks is 
absolutely unjust. This liquidation corpora- 
tion is to have a permanent existence and 
future increases in bank deposits are to be 
subject to similar exactions. The term “guar- 
anty of bank deposits” is not used in the 
Bill, but the proposal pretty clearly 
points in that direction. And this first 
quarter of one per cent of deposits (which is, 
of course, a very much greater percentage of 
capital and surplus, and a greater percentage 
still of cash reserves) could well be only the 
first of a series of exactions and burdens 
placed upon good banks for the support of 
weak ones, Which may ultimately become a 
very heavy burden indeed. 


one 


Glass 


one- 


Political Versus Banking Control of the 
Federal Reserve System 


The original Federal Reserve Act was 
meant to be a compromise between control 
of the Federal Reserve banks by technically 
trained bankers and by the stock- 
holding and control by 
the government. The developments 
which have followed have all been 
in the direction of political control. 
The rules regulating the voting of 
stock in the election of directors of 
the Federal Reserve banks, made in- 
telligent cooperation of the banks in 
this matter difficult in any case. The 
need for supporting the credit of the 
government during the war made all 
elements willingly surrender to the 
policy of the Treasury, and intensi- 
fied governmental and political influ- 
ence. The Federal Reserve Board, 
politically appointed, has increasing- 
ly asserted authority over the Fed- 
eral Reserve banks, particularly in 
the matter of discount rates. The 
Glass Bill seems designed to inten- 


banks, 
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Reserve System almost wholly political. 

I believe that the Federal Reserve System 
should be freed from political control, and 
that it should be guided by technical bank- 
ing principles administered by trained bank- 
ers. I believe that many of the new regula- 
tory functions which are being given to the 
Federal Reserve System under the Glass Bill 
would be better handled by the individual 
Federal Reserve banks than by the Federal 
Reserve Board. One important step in the 
direction of freeing the System from political 
control is made by the Glass Bill in the 
elimination of the Secretary of the Treasury 
from the Board, but the preponderant effect 
of the measure is to take the regulation of 
the banking of the country out of the hands 
of those trained in banking and to put it 
into the hands of a political authority in 
Washington. 


eo fe fe 

BANKING AT CHICAGO EXPOSITION 

A building shaped like a dollar sign, 225 
feet long and 200 feet wide, is the novel sug- 
gestion by architects for a suitable structure 
to house exhibits of money and banking at 
Chicago’s 1933 World’s Fair—A Century of 
Progress Exposition. 

In one of the curves of the building it is 
proposed to have a broker’s office, a typical 
stock exchange and other exhibits showing 
how such transactions are made. For the 
opposite wing of the building, a model bank 
is being considered, which will not only show 
how modern banking operations are con- 
ducted, but may also handle actual deposits. 

Foreign and domestic exchange and the 
story of the progress of banking are among 
other exhibits under contemplation. 


DOLLAR SIGN BUILDING WHICH WILL HOUSE EXHIBITS OF 


sify this and to make the Federal 


MONEY AND BANKING AT CHICAGO WORLD’s FAIR ~~ 
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THOMAS C. HENNINGS 


Vice-president of the Mercantile-Commerce Bank & Trust Company of 
St. Louis, retiring president of the Trust Division of the 
American Bankers Association 


Mr. Hennings is a native of St. Louis and after receiving his education 
in the public schools and the degree of LL.B. from Washington University of 
that city, he engaged in the practice of law. In 1913 he was elected Circuit 
Judge of the Eighth Judicial Circuit of Missouri. In 1918 he resigned from the 
bench to become vice-president of the Mercantile Trust Company of St. Louis 
which was merged to form the Mercantile-Commerce Bank & Trust Company. 
Two other St. Louisans have served as presidents of the Trust Company Division 

-the late Festus J. Wade and Breckinridge Jones. 





JUSTIFYING OUR EXISTENCE 


INTEGRITY AND QUALITY OF TRUST SERVICE UNIMPAIRED 


THOMAS C. HENNINGS 


Retiring President of Trust Division, American Bankers Association and 
Vice-president of Mercantile-Commerce Bank and 


Trust Company of St. Louis 


(Epviror’s Note: In presenting his address as President of the Trust Division, A. B. A. 
at the recent annual meeting in Los Angeles, Judge Hennings reviewed salient developments 
of the past year which give renewed affimation to the integrity of America’s trust institutions 
during a period of unprecedented trial and economic reverse. During his term of office as 
head of the Trust Division, Judge Hennings has not been lacking in courage in expressing his 
honest convictions as to defending the essentials of trust service, especially as regards unwar- 
ranted criticisms and relations with members of the legal as well as life insurance fraternities.) 


NOTHER milestone is passed and 

progress in the maintenance of the 

integrity and stability of trust in- 
stitutions continues. This association year 
will be long remembered by those of us hav- 
ing the responsibility for the welfare of peo- 
ple and property entrusted to our care. It 
would be idle talk for any of us to say that 
in this year of grace we have not had our 
share of concern about the past and some 
worry about the future. We have experi- 
enced little optimism, not even the optimism 
of the man who does not care what happens 
to the whole world, provided nothing happens 
to him. Many instances have come to us of 
men who, affluent when they executed their 
wills and insurance trusts, now find that the 
value of their property has shrunk so that a 
new appraisal must be made. Verily, this is 
an era of revision; a revision of expectations, 
of investments, of viewpoints and of wills. 


Trust Integrity Maintained 

The shrinkage of property values makes it 
all the more necessary that the organizations 
upon whose shoulders will rest the future 
care of the family shall be manned by those 
having experience in business, sound integ- 
rity, broad sympathies, executive ability and 
sound judgment, Granted that judgment, we 
have learned one of the eternal verities that 
hind-sight is infallible and that we cannot 
adopt a Fabian policy of delay but we must 
he the aggressors and continue to carry the 
banner of trust integrity forward so that we 
shall retain the high place in public esteem 


which our financial strength and efficiency 
imports, and maintain the intelligence which 
has shaped the growth of trust service to 
meet trust needs—a position we can attribute 
to definite accomplishment in the essential 
place which we have provided for trust serv- 
ice in unfolding America’s economic and 
financial life. 

The conservation of property for a short or 
long period being the principal vocation of 
trust representatives, the 3500 members of 
our division, through the untiring efforts of 
the officers and the members of the commit- 
tees, have played their part in helping to 
solve the important problems facing the trust 
business and thereby have helped maintain 
its leadership in the continued development 
of sound policies and efficient methods for 
the operations of trust departments. We can- 
not emphasize too strongly the educational 
value of addresses of the highest order at 
the various trust conferences during the year, 
the distribution of the proceedings of the con- 
ferences, all of which afford a liberal educa- 
tion in trust administration; also the dis- 
tribution of various handbooks, including “A 
Guide to Trust Fees” prepared by the Com- 
mittee on Costs and Charges. The value of 
this book has been amply demonstrated by 
the reception accorded it by trust men every- 
where. The Committee on Publicity has un- 
dertaken to prepare advertising copy which 
might be termed “confidence building” adver- 
tising material, institutional in character. So 
well was this task done that members of the 





376 TRUST 


association have made use of large quantities 
of this material. 


Trust Funds Flow into Trade and Industry 

An article by a lawyer in a recent number 
of the American Bar Association Journal 
causes us to wonder whether or not there is 
any truth in Dean Swift’s aphorism that 
“The Lord shows what He thinks of money 
by the kind of men He gives it to.” After 
we digest that, we recall another aphorism 
that “All general statements are untrue, in- 
eluding this one.” We are then justified in 
discrediting the criticism of testators who 
create trusts for their dependents, by lawyers 
who continue to voice the absurd claim that 
the creation of trusts means the withdrawal 
from commerce of the funds so held, to the 
detriment of business and to the direct dis- 
advantage of the beneficiaries of trusts. 

We can only reiterate that, while funds 
are going into trust, there is a constant 
stream steadily going out, back into trade 
and, if you will, general investment uses, or 
is dissipated by the beneficiaries; but why 
say that holding property in trust means a 
permanent withdrawal of money from com- 
merce, when we consider that the backbone 
of commerce and industry is the mortgage. 
which permits many sound business enter- 


prises to operate on funds supplied by non- 


stockholders? Investments in _ industrial 
mortgages, in real estate and municipal 
bonds enable vast industrial plants, homes, 
apartments, hospitals and other institutions 
to be built and provide for the construction 
of public works, roads, schools and many 
projects as necessary to our commercial life 
and public welfare as may be the stocks or 
equity investments which some lawyers think 
would be benefited if estates were distributed 
to all children when they attained the age 
of twenty-one. 


Logical Reasons for Creating Trusts 

Trust men maintain that people who have 
accumulated estates and who have been suc- 
cessful in preserving them are not persons 
under legal disabilities, minors or morons, 
but people of sound judgment and usually 
of keen intelligence. As a general rule, when- 
ever a trust is created for a long or short 
term there is a logical reason therefor. An 
experience running over a period of years 
with testators’ intimate secrets discloses very 
little wish on their part to be unfair or un- 
reasonable with members of their families 
when the time arrives to prepare the most 
important paper in the testator’s life: and 
while a child may feel that the testator has 
treated him unfairly, it is usual to find that 
the testator, having lived as a member of 
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his' own family for years, knows all about 
the mental equipment and the business quali- 
fications of its members, and we find him 
usually more charitable toward his child’s 
failings than otherwise. When a testator is 
satisfied that the children are able to care 
for themselves, he does not create a trust 
unreasonable in its conditions or duration, 
or a trust at all. 

How many men reaching maturity with 
sound discretion, looking back at their ex- 
periences when they reached legal age, feel 
that they were adequately equipped to handle 
any business or investment problem? Usually 
the wife expresses a wish for a trust so that 
she will be relieved from the importunities 
of others and the responsibility of handling 
property and in the case of children of non- 
age or lacking in practical judgment, no one 
knows that fact better than the testator, who 
through experience and reading is familiar 
with the stories of the young man acquiring 
large property who is “squandering like a 
young heir.” 


Long-Term Trusts Not Encouraged 

Evidently our brethren of the bar do not 
know that prominent trust men of the coun- 
try discourage the creation of long term 
trusts for boys and usually the creation of 
irrevocable living trusts. We know from 
experience that the average woman who 
comes into property is in danger of losing it 
through lack of business experience and 
financial judgment and that if a woman’s 
property is dissipated it is usually through 
advice and counsel of a husband or brother. 
She does not even have doubtful fun of 
watching the fireworks that is enjoyed by 
the male members of the group. The con- 
dition of the times develops a type of indi- 
vidual who may be ealled a “shin kicker.” 
One type are the lawyers in some isolated 
localities, although our relations with the 
bar generally are on a more friendly basis 
than they were a year ago due to the untir- 
ing efforts of our Committee on Cooperation 
with the bar with a corresponding committee 
of the American Bar Association. 


Better Understanding With Lawyers 

I believe that there is a thorough under- 
standing of the situation and a feeling that 
both sides have rights which the other must 
respect; that neither is in a position to ex- 
pect the public to approve its stand in its 
entirety, but that mutual concessions are nec- 
essary to an equitable solution of the differ- 
ence of opinion between two great bodies, 
both engaged in advancing public welfare. 
An article in a recent issue of the Journal of 
the American Judicature Society is amusing 
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when we consider the wail of lawyers who 
have been most critical in their attitude 
toward trust companies advertising their 
wares to the public. 

The article is entitled “Lawyers Prepare 
for Group Advertising.” In it various con- 
erete plans are discussed for advertising to 
the public what the lawyer has to sell, among 
others one that “opens up an avenue for pub- 
licity to even the most impecunious bar as- 
sociation,’ and further that ‘of course there 
are many ways of approach that are easy and 
safe.” The whole article raises a question 
in our minds whether or not the bar has 
changed its attitude to meet changed condi- 
tions and has arrived at the viewpoint that 
advertising is necessary, but if lawyers have 
reached that conclusion, why not be open and 
aboveboard about it? Not slide by the so- 
ealled ethics of the profession in a way that 
might be easy and safe. 


Life Insurance Trust Cooperation 

Another type is composed of some of the 
life insurance people, without gratitude for 
the fact that the banks and trust companies 
of the United States spent thousands of dol- 
lars in an endeavor to have the public stop 
reckoning life insurance in lump sums of 
dollars, and instead to measure it by income. 
We developed the fourth option, the life in- 
surance trust, feeling that in such develop- 
ment there could be no honest competition 
between insurance trusts and the various 
modes of settlement offered by the life in- 
surance companies, that we were giving an 
added option in a field which was_ not 
touched by the present scheme of life in- 
surance companies. 

It seems unfair that the uncounted time 
which has been spent by trust men in con- 
crete cooperation with underwriters should 
now develop a disposition on the part of some 
underwriters to ignore our cooperation, and 
to treat the trust companies as competitors 
which must be fought. I am sorry to say 
that some life underwriters have questioned 
the financial standing of banking institutions 
in the United States. I hope that none of 
the trust men will assume any other. attitude 
than that the life insurance companies are 
sound, that the policies issued by them are 
safe, and that in return we naturally expect 
an honest opinion from insurance men in re- 
card to the safety of trust institutions. 


Eternal Vigilance in Trust Investment 
Supervision 
The maintenance of the integrity and safe- 
‘vy of trust funds has been and in the future 
will be a major problem of trust officials. In 
case of loss to the trust the courts may not 
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distinguish between a security purchased by 
the creator of the trust and a security pur- 
chased by the trustee, but may inquire wheth- 
er or not adequate care had been exercised 
in the purchase of the securities and ade- 
quate supervision had been exercised in re- 
gard to securities held in the account, It 
behooves us to guard our records carefully, 
particularly during this far flung depression, 
so that we can justify any position taken in 
regard to the sale or retention of securities. 

It is fortunate that the division has un- 
ceasingly advocated that close attention be 
paid to the periodical review and analysis 
of securities. During the New Era period 
this may not have seemed necessary, but eter- 
nal vigilance in check and recheck of securi- 
ties, a careful diversification, a study and 
analysis by the Statistical Division, super- 
vised by the Trust Committee, is the key- 
stone which will hold trust administration 
as a bulwark against assault by those who 
think that trust men should be endowed with 
superhuman wisdom and greater foresight 
than is possessed by the intelligent man ex- 
ercising care in the investment of his own 
funds. 

This periodical supervision, review and 
analysis of trust accounts has taught us that 
before we purchase or decide to hold publie 
utility bonds that we must scrutinize the 
terms of the mortgage more carefully than 
ever before, to see that our funds are prop- 
erly safeguarded. This particularly relates 
to a provision for the future issue of bonds 
under a mortgage; also the right of the 
mortgager to use any collateral in the way 
of stocks, which might place the utility in 
an embarrassing position in another period 
of economic unrest. 


What Investment Experience Has Taught 

We have been taught that when we pur- 
chase a first mortgage loan on real estate it 
should bear a rate of at least 6 per cent. The 
average mortgage paying 5 or 5% per cent 
is not fair to the purchaser. In another pe- 
riod like this, we may again have to make 
extensions of payments of principal and be 
satisfied in collecting the interest, in many 
cases, 

We have learned that well managed indus- 
trial concerns, whose bonds are outstanding 
in the market, have suffered less than some 
of these other classes of bonds because the 
average industrial corporation is not subsi- 
dized in any way by fictitious aids of one 
kind or another. 

We must be exceedingly careful about rail- 
road bonds no matter how good the road, be- 
cause the United States Government has at- 
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tempted to regulate railroads for a number 
of years, not permitting them to build a sur- 
plus against unforeseen conditions, compel- 
ling them to main certain standards of serv- 
ice and then regulating rates, hours of serv- 
ice, Wages and financing, while bus and truck 
competition has not been regulated at all. 
Experience has shown that Government reg- 
ulation in many instances has been unfair, 
unreasonable and economically unsound. 


Why Farm Mortgage Has Fallen from Grace 

We further learned that when any 
single industry or undertaking is subsidized 
by cheap credit, tariffs and* unwise borrow- 
ing privileges, we must scrutinize the indus- 
try, undertaking and security with the great- 
est care. We have witnessed the breakdown 
in the farm loan as a high grade investment 
security. Years ago the farm mortgage was 
considered the best investment by the fidu- 
ciary organizations of the world, life insur- 
ance companies and savings banks. 

We readily understand why the farm mort- 
gage has fallen from grace. It is because 
the Government has entered the farm loan 
business and has lent too much money on 
farms and made repayment requirements 
which, although amortized over a long period 
of years, are nevertheless in these sad times 
beyond the ability of the farmer to pay. The 
opportunity for what the farmer considered 
cheap money caused him to overextend and 
assume greater obligations than either he or 
his family could handle. To make matters 
worse, under the Federal Farm Loan Act, 
the Government has permitted the farmer to 
borrow against his crops through the Federal 
Intermediate Credit System, and now the 
xyovernment is going farther and lending the 
farmers money through Cooperatives, to hold 
grain for higher prices. It seems that the 
easier money becomes available to the farmer 
the worse position he is in. If the experi- 
ence of the Federal Land Bank is any cri- 
terion of the future experience of the Home 
Loan Banks’ cheap money campaign it may 
result in a breakdown in the residence loan 
as a safe investment for fiduciary organiza- 
tions. Subsidies, credit and tariffs coupled 
with a general invitation to the public, from 
Washington, to come and get money and not 
be timid about it, may delay the return of 
normal conditions rather than otherwise. 
The only excuse for the extensive use of 
credit at this time is the hope that it is a 
temporary expedient but the average man on 
the street seems to be of the opinion that 
the vast sums of money in the hands of gov- 
ernmental agencies, to be used under the di- 
rection of government tIpoards which are 


have 
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pumping credit into the communities of this 
country, will harass us in the future, par- 
ticularly as there is an impression that the 
money now advanced may not have to be 
repaid. 


Vision of Trust Service 


Notwithstanding the general economic sit- 
uation which seems at this time to be defi- 
nitely on the mend and some minor confu- 
sions not affecting the integrity of trust in- 
stitutions, organizations have maintained a 
steady growth. The adverse conditions dis- 
turbing financial institutions generally have 
been of minor concern to us, There has been 
a healthy increase in trust assets held by 
our members and also in the understanding 
and knowledge of the requirements of efii- 
cient trust administration. We are _ built 
upon solid ground, with our roots tirmly ein- 
bedded in the family and business life of our 
country. We hope that our vision of use- 
fulness will materialize, and that we too in 
the years to come will represent in the minds 
of the public the sturdiness of Old Grizzly, 
the giant redwood in Mariposa Grove, which 
for over four thousand years has witnessed 
the passage of time. May we too have that 
strength, sturdiness and vitality; may we be 
a living, breathing organization, growing up- 
ward and spreading outward with roots firm- 
ly set in the earth, and may we too, like the 
oldest living thing on earth, look upon a ma- 
jestic past and cast our eyes forward to a 
shining future. 


oo > 


COSTS OF TRANSFERRING ESTATES 


The Central Hanover Bank & Trust Com- 
pany has published a series of booklets, pre- 
senting in readable and graphic form the ap- 
proximate costs of transferring estates by 
three general methods; by separate wills of 
husband and wife, by will creating testamen- 
tary trust and by living trust and will cre- 
ating residuary trust. Separate booklets for 
the various ranges of estate values describe 
the costs that will be incurred under each 
method and the savings obtainable by the 
second and especially the third plans, togeth- 
er with important considerations of conveni- 
ence and preservation of values. The ex- 
penses of transfer of an estate of $250,000 
are shown to average $44,559, $28,285 or $16,- 
856, according to the method used. The com- 
putations made in this survey are typical of 
the benefits which can accrue to individuals 
from seeking the cooperation of an experi- 
enced corporate fiduciary. 
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It’s Our Job to Manage 
Estates and Trusts 


CITY BANK FARMERS TRUST 
COMPANY, America’s oldest trust 
company, whose charter marked 
the inception of corporate trustee- 


ship in this country, is today a 





trust company exclusively. It does 
no commercial banking business 

.. sells no securities. Its entire 
personnel is dedicated to a single 
purpose — the care and manage- 


ment of the property of its clients. 
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FRANCIS H. SISSON 


Vice-president of the Guaranty Trust Company of New York, who has been 
elected president of the American Bankers Association. 


Mr. Sisson was born in Galesburg, Illinois and was graduated from Knox 
College and Harvard University. He began as a newspaper reporter and editorial 
writer, was publisher of the Galesburg Evening Mail and the Peoria Transcript, 
and has been interested in various magazine and advertising activities since 
coming to New York nearly thirty years ago. Mr. Sisson has been a vice-president 
of the Guaranty Trust Company since 1917, was made a Chevalier of the Order 
of the Crown by the King of Belgium in recognition of services during the war 
and has been very active in American Bankers Association affairs. 
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PROBLEMS CONFRONTING AMERICAN BANKERS 


UNITING FOR NEW ADVANCE IN BANKING AND ECONOMIC 
RECONSTRUCTION 


FRANCIS H. SISSON 


Vice-president of Guaranty Trust Company of New York and newly elected President of the American 
Bankers Association 


(Eprror’s Note: Upon his installation as President of the American Bankers Asso- 
ciation, at the recent annual convention in Los Angeles, Mr. Sisson drew a vivid picture of 
the problems as well as the opportunities for constructive service, with which American bankers 
are confronted. As the new standard bearer of American bankers, Mr. Sisson revealed himself 
truly appreciative of the tasks, the need of self- examination and of discipline through which 
the bankers of this country will be enabled to assume leadership for restoring economic poise 
public confidence and redress from the errors and weaknesses of the past.) 


HE bankers of the United States, after 

having passed through one of the storm- 

iest periods in financial history, are be- 
ginning to see light on the horizon. Just 
how much promise that light brings of real 
business expansion in the early future is still 
uncertain. But the advance that has already 
taken place in prices of stocks, bonds and 
commodities has spelled genuine improve- 
ment from the banker’s point of view; and 
even more reassuring is the disappearance 
of the panicky spirit of a few months ago, 
which every banker regarded with dread. 
There is reason to believe that the worst of 
the depression is past and that the elements 
of improvement noted thus far are the fore- 
runners of a more tangible recovery that will 
gradually raise business activity, earnings, 
and employment to the high levels that our 
natural and human resources give us the 
right to regard as normal, 


Severe Tests Imposed on Banking System 

When we look back at the truly extraordi- 
nary conditions that have existed in the re- 
cent past and the strain that those conditions 
have imposed on our banking system, we are 
tempted to feel surprised, not that some of 
our banks have fallen by the wayside, but 
that the vast majority have come through 
with flying colors. We have had, first, a 
contraction in the physical volume of pro- 
duction and trade that, for violence and 
scope, compares with any of the great de- 
pressions of the past. We have had the sec- 
ond phase of the great post-war deflation of 
commodity prices—a deflation that began in 
1920 and 1921, but was interrupted by the 


enormous demand for reconstruction and re- 
habilitation. 

We have had the collapse of the speculative 
building and real-estate boom of the post-war 
decade. We have had the aftermath of the 
most drastic and far-reaching stock market 
inflation in our history. We have had a de- 
cline in bond prices that would have been 
considered utterly impossible a few years 
ago. We have had an international monetary 
erisis that has swept most of the countries 
of the world off the gold standard. We have 
had our foreign trade, along with that of 
other nations, well-nigh paralyzed by the 
strangling effects of reduced purchasing pow- 
er, tariff barriers, import quotas, embargoes, 
exchange restrictions, and wildly fluctuating 
currencies, We have had an unemployment 
problem that was superimposed on the rather 
serious unemployment situation already ex- 
isting as a result of the rapid strides in in- 
dustrial technique in recent years. 

We have had a staggering burden of taxa- 
tion and public debt due partly to the World 
War and partly to incursions of government 
into new fields of social experimentation, and 
aggravated by the recent enormous demand 
for funds for unemployment relief. We have 
had a set of abnormal international financial 
relationships left by the war, a survival of 
war fears and animosities, and a host of 
problems created by the existence of new 
nations politically and economically imma- 
ture. These conditions, striking almost sim- 
ultaneously throughout the civilized world, 
subjected our complex and delicately bal- 
anced economic system to a test such as it 
had never had since its inception. 
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The Home Life Insurance Company is pledged to a policy of genuine 
and active cooperation with corporate fiduciaries in that field of common 
service to its policy holders in which their interests are most advantage- 
ously served and protected through the creation of Insurance Trusts. 








Changes Affecting Banking, Credit and 


Investments 


Observe, moreover, that the universal de- 
flation of values struck our banking system 
at a time when changing economic conditions 
had made it unusually vulnerable in some re- 
spects. The decade following the World War 
was a period of rather sweeping change in 
American banking methods, It was charac- 
terized by consolidations and mergers among 
industrial and commercial enterprises, with 
an increasing centralization of business con- 
trol in the hands of large corporations. Many 
of these corporations found it advantageous 
to finance their recurring short-term needs 
for working capital by issuing securities to 
the public instead of borrowing from the 
banks, and this tendency was encouraged by 
the enormous volume of surplus capital funds 
seeking investment in this country and by 
the fact that the American people had _ be- 
come more familiar with security investments 
since the period of war finance. Favorable 
opportunities for the employment of commer- 
cial banking funds along the customary lines 
were further restricted by the gradually de- 
clining price level, resulting in a smaller 
amount of credit necessary to finance a given 
physical volume of trade; by hand-to-mouth 
buying, with less credit represented in com- 
mercial inventories; and by better transpor- 
tation facilities, with fewer goods in transit 
and a corresponding reduction in the amount 
of credit thus employed. In the meantime, 
gold was pouring into the country, and the 
savings of individuals and corporations were 
accumulating rapidly, placing additional re- 
sources at the disposal of the banks. 

The result was that the banks found them- 
selves with fewer favorable opportunities to 
lend their funds on short-term to commercial 
and industrial concerns, and with unprece- 
dented opportunities in the field of security 
investment. From the beginning of 1921 to 


the beginning of 1930, security loans of week- 
ly reporting member banks increased from 
24 to 35 per cent. of the total amount of 
loans and investments outstanding and di- 
rect investments from 20 to 25 per cent. of 
the total, while “all other’ loans declined 
from 56 to 40 per cent. The annual report 
of the Secretary of the Treasury for 1926 dis- 
cussed this trend in some detail, pointing out 
that, while the development did not neces- 
sarily indicate a serious impairment of the 
country’s banking position, it had resulted 
in a less liquid condition of banking assets as 
a whole. The soundness of this observation 
was demonstrated by subsequent events. 


Unjust Criticism of Bankers 

The depression brought, as depressions al- 
ways do, bewilderment and discouragement 
to business men and others, with a tendency 
to strike out blindly in protest at more or 
less imaginary causes. Banks and bankers 
have had to shoulder more than their share 
of the blame. They have been accused of 
bringing on the depression to further their 
own private ends, a charge that is utterly 
ridiculous to anyone who knows what bank- 
ers. have been through during the last three 
years. They have been accused of recklessly 
riding the tide of prosperity, without any 
adequate foresight of its inevitable conse- 
quences. If there is a measure of truth in 
this charge, bankers are, to say the least, no 
more guilty than others. Anyone who recalls 
the resolutions adopted by the American Bank- 
ers Association in 1928 and 1929 must be im- 
pressed with the fact that the country’s bank- 
ers, aS a group were decidedly more aware of 
the realities of the situation than most of 
the people who have recently criticized them. 
As a matter of fact, bankers had to face a 
certain amount of criticism in the prosperous 
years because their more conservative atti- 
tude led some people to believe that they were 
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“Acts 
in all 
Trust 


Capacities” 


hampering the march of progress by their 
lack of enthusiasm for the “new era.” It is 
true that most bankers did not realize how 
severe and prolonged the reaction would be. 
sut, with a very few exceptions, neither did 
anyone else. Bankers cannot be indicted for 
not being more than human. 

In so far as banking weaknesses have con- 
tributed to the difficulties of the last few 
years, those weaknesses are attributable 
mostly to the failure of bankers to foresee 
the unforeseeable, plus defects in the banking 
system for which no banker or group of 
bankers can fairly be held responsible. No 
perfect banking system exists or has ever 
existed; and the systems we have, with all 
their imperfections, were not created over- 
night by brilliant inspiration but are the 
products of slow evolution, with each gen- 
eration building on the achievements and the 
mistakes of those that went before. Changes 
in banking systems, moreover, must, by their 
very nature, come slowly and by degrees. 
Sweeping reforms, however sound they may 
he in themselves, are inevitably in the nature 
of experiments, which, if adopted with too 
much haste, are in danger of doing more 
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harm than good; for the primary function 
of a banking system is to provide a firm 
foundation upon which business can operate 
with as much smoothness and continuity as 
possible. Strengthening the foundation is 
highly desirable, but the strengthening must 
be done without shaking the structure. If 
bankers carry on their daily functions with 
as much wisdom and foresight as is at their 
command, and, at the same time, regard their 
profession with a critical watchfulness de- 
signed to reveal opportunities for judicious 
improvement, they are doing all that can rea- 
sonably be expected of them, 


Hawaii’s 
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Company 


In the Investment Banking Field 


Investment bankers have incurred a great 
deal of harsh criticism because of their par- 
ticipation in new security issues, particularly 
foreign issues, that have since come to grief. 
Every banker knows that many of those is- 
sues were floated by houses of doubtful re: 
pute that had come into existence in recent 
years in response to the unparalleled oppor- 
tunities that had arisen in the investment 
banking field—houses that have subsequently 

assed quietly out of existence, leaving rep- 
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utable bankers to bear the public stigma of 
their unwelcome colleagues’ mistakes. But 
many other securities, both domestic and 
foreign, were issued through banking houses 
of the highest standing, whose managers 
would not have been stupid enough, even if 
they had been unscrupulous enough, to sac- 
rifice their reputation and prestige for the 
sake of a few favorable earnings statements. 

The truth of the matter is that the large 
volume of foreign securities floated in this 
country came into existence as a result of 
economic forces that were irresistible in their 
power. Europe, especially, needed American 
goods for post-war rehabilitation and for in- 
dustrial modernization. Europe also needed 
the money to pay for those goods. America 
had a surplus of goods and a surplus of 
money. Under those circumstances, it was 
inevitable that America should have sold 
the goods on credit. If this had not been 
done, the American prosperity and the Euro- 
pean industrial and monetary recovery of 
the last decade would have been impossible. 

Like every great economic movement, this 
selling-lending process became subject to er- 
rors and excesses. We know now that it 
would have been better if both borrowers 
and lenders had been more uniformly cau- 


tious in scrutinizing the desirability of pro- 
posed loans. But we also know that the 
entrance of the United States into the foreign 
investment field after the war was inevitable 
and, within the proper limits, perfectly sound. 
When those limits were exceeded, the fault 
did not lie exclusively with the investment 
bankers. Both borrowers and lenders have 
paid a heavy price for their errors of judg- 
ment and are not likely to repeat them in 
the future. 


Real Estate Speculation and ‘‘Bootleg”’ Call 
Loans 

Perhaps the most serious abuses that crept 
into the investment-banking field were those 
that arose in connection with the financing 
of the real-estate boom. Many so-called banks 
that operated along these lines were nothing 
more than outgrowths of real estate offices 
that were never really entitled to the name 
of banks and should never have been per- 
mitted to operate as banks, The blame for 
this situation rests with state laws and public 
supervisory agencies, not with legitimate 
members of the banking fraternity. 

Another serious abuse was the usurpation 
of banking functions by corporations and in- 
dividuals, which played an important part in 
ereating the runaway stock market in 1928 
and 1929. Of the total expansion of 3% bil- 
lion dollars in brokers’ loans in New York 
City between the beginning of 1926 and the 
fourth week of October. 1929, less than 250 
million was provided by the banks them- 
selves. Then, when the market broke, the 
non-banking lenders abruptly withdrew, leav- 
ing the banks to carry the load. If the banks 
had been less strongly entrenched, the situa- 
tion would have been even more serious than 
it was. The essential point is that the stock- 
market inflation was not financed principally 
by the banks, but by others. 


Restoring Confidence in Banks 


Of more serious coneern to bankers than 
the unjust and, in many cases, absurd accu- 
sations that have been hurled against them 
is the loss of confidence in the soundness and 
stability of financial institutions due to the 
numerous bank failures of recent years, In 
their defense, bankers can justly claim that 
they have been subjected to unprecedented 
difficulties. They can justly point out that 
the seriousness of the situation has been ex- 
aggerated; that the number of banks that 
have been closed is only a small proportion 
of the total: that the proportion of deposits 
affected is even smaller: and that, even in 
elosed institutions, the ultimate losses to de- 
positors will, in many cases, not be large. 
They can justly lay a portion of the blame 








TRUST COMPANIES 


Fame Is 


Elusive! 


The hero of today”sometimes is forgotten tomorrow, but 
the really great man endures. 


mS 
THE ‘ 


PRUDENTIAL 


HAS THE 
STRENGTH OF 
/ GIBRALTAR 


=< 


Che 
Insurance Company of America 


EpwarbD D. DuFrFIELbD, President 


It has been truthfully said that 
the greatness of a man may be 
measured by the distance he 


looks ahead. 
The husband and father who ade- 


quately insures his life, there- 
fore, achieves greatness. He 


looks ahead. 


Prudential 


Home Office: Newark, New Jersey 


on the public legislative and administrative 
bodies that make and enforce the banking 
laws. But such statements, while perfectly 
true, do not solve the immediate problem, 
which is the restoration of public confidence 
in banks. 

In the course of this depression, we have 
seen a widespread adoption of the practice 
of currency hoarding, which many of us had 
come to regard as a phase of an earlier era 
of economic development. The events of the 
last few months have, of course, wrought a 
vast improvement in this situation ; and every 
step in our progress toward business recov- 
ery will further strengthen the position of 
the banks. But a full restoration of confi- 
dence will require time, and it will require 
also the best efforts of bankers to re-educate 
a frightened public to the fact that its money 
is safer in the banks than it is anywhere 
Only to the extent that the public re- 
turns to the banks will the latter be enabled 
to play their essential part in financing busi- 
ness recovery. 


else. 


Uniting the Influence of Bankers on Sound 
Legislation 

The first problem confronting bankers to- 

lay, therefore, is the restoration of confi- 

denee in the banks themselves. The second 

is the restoration of confidence in the eco- 


nomic future of the United States, and, more 
specifically, of the confidence of the individ- 
ual business man in the future possibilities 
of his own business. This is the pleasing 
counterpart of the banker’s unpopular con- 
servatism in times of business expansion. 


Just as the banker is the last to succumb to 


the extravagant delusions of perpetual pros- 
perity, so is he the last to give way to blind 
despair when adversity overtakes the busi- 
ness world. He stands at a point of vantage 
from which he can see present events in their 
true perspective. He attains an emotional 
stability that is one of his chief assets in 
gaining and holding the respect and confi- 
dence of his clients. 

But the bankers of the United States are 
facing today a problem of more permanent 
and fundamental nature than that of foster- 
ing economic recovery. The events of the 
last few years have brought into being—or, 
rather, have crystallized—a demand for 
sweeping changes in our banking system. 
Legislation designed to effect such changes 
has been introduced in Congress, and it may 
be taken for granted that legislation of some 
kind will be enacted in the not distant future. 
It is the duty and the privilege of American 
bankers to use their influence—and that in- 
fluence is very great—to see that the changes 
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accord with sound banking prin- 
ciples and with the present needs of the 
country. It is not necessary at present to 
discuss the proposed changes in detail, and it 
is obviously impossible to utter a _ blanket 
commendation or a blanket condemnation of 
those changes as a whole. Some of them are 
clearly good; some are clearly bad; and oth- 
ers are subject to honest differences of opin- 
ion among competent judges. Suffice it to 
say that the bankers can go far toward deter- 
mining the nature of the changes that are 
made by using united influence at the points 
where substantial agreement is possible. 


Banks Can and Must Be Made Safer 

Recent events have unquestionably exposed 
weaknesses in our banking system. When 
we consider the exceptional character of the 
period through which we have passed, we are 
justified in congratulating ourselves that the 
system has functioned as well as it has. In- 
dividual bankers, particularly, are to be com- 
mended for the wisdom, forbearance, and 
courage they have shown during one of the 
most trying episodes in the world’s financial 
history. But when we compare our record 
with those of other nations that have faced 
equal or greater difficulties, we are forced to 
eonclude that there is room for great im- 


made are in 


provement in our banking system. Even 
more damaging than the history of the last 
three years, perhaps, is that of the ten years 
preceding. In no year since 1920 has the 
number of bank failures in this country fall- 
en below 250, and in only one year since 
1923 has it fallen below 500. This heavy 
mortality occurred during a period in which 
this country was generally regarded as en- 
joying the greatest prosperity in its history. 

When we consider this situation, we come 
face to face with the fundamental problem 
confronting the bankers of America. Our 
banks can and must be made safer. What 
does this mean to the individual banker? It 
means, first, that he must exert himself to 
the utmost to see that his own bank is con- 
ducted along sound lines. The vast majority 
of bankers are doing that already, and with 
increasing success as their experience and 
background become broader. But beyond 
this, it means that the individual banker 
must unite with the other members of his 
profession to throw their combined influence 
into the scales on the side of a stronger bank- 
ing system. To do this, he must take the 
broadest possible view of his professional 
function, of his place in the economic world. 
In some cases, he must allow considerations 
of immediate personal advantage to be over- 
balanced by regard for the general welfare. 
He must also adopt an attitude of willing 
compromise in the interests of united action. 

In facing the future, the bankers of this 
country can find abundant ground for pride 
in the fact that the greatest of all financial 
crises has failed to shake the foundations of 
the American banking system. The worst of 
that crisis seems to have passed, and the 
improvement that has occurred in the last 
few months bids fair to continue into the 
future. But plenty of difficulties still lie 
ahead. There is wreckage to be swept away, 
and there is new building to be done. The 
road back to prosperity is a long, uphill trail. 
There will be setbacks and discouragements; 
and, when the objective is reached, prosperity 
will bring new problems to test wisdom and 
patience. But bankers know that the ends to 
be gained are worth the effort and that the 
endless task of shaping the financial destinies 
of the nation is at once an arduous duty and 
a high privilege. And the richness of their 
opportunity gives assurance that earnest en- 
deavor will be crowned with success. 

ae me & 

At a meeting of the board of directors of 
the State Street Trust Company of Boston 
held recently, Edward L. Bigelow of the firm 
of Tucker, Anthony & Co. was elected a di- 
rector. 
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This folder, which Burroughs offers to trust officers, 
describes and illustrates how simply tax information 
can be obtained for trust accounts without special 
analyses of the income cash account... how the work 
of preparing fiduciary returns and furnishing tax 
figures to beneficiaries can be greatly reduced. This 
method substantially reduces the customary peak load 
of figuring at income tax time. 


Why not investigate now so that you can start 1933 
with this new plan? Fill in and mail the coupon and 
this free folder will be mailed direct to your desk. 


BURROUGHS ADDING MACHINE COMPANY,DETROIT, MICH. 








Burroughs Adding Machine Company, Detroit, Michigan 
Please send me, without obligation, folder entitled COMPLETE TAX RECORDS OF TRUST 
ACCOUNTS. 
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From 1817 to 1821 New York experienced a succession of winters of extreme severity. So 

great was the cold that the rivers and the bay were frozen over, and teams frequently crossed 

on the ice. §|4 common sight in Wall Street was loads of wood being taken into offices to 

supply the fireplaces and stoves which were the only means of heating. The illustration 

shows such a scene in front of the first building of the Bank of New York on its present site 
at the corner of Wall and William Streets 
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OR more than a century the Trust Department of this Bank has 

served New York’s substantial citizens as Executor of their 
Wills and Trustee of their Estates. Since this Bank has never 
engaged in the distribution of securities, it can devote impartial 
thought to the selection of investments best suited to the needs of 
each client. {Today its organization presents an exceptional equip- 
ment for the exercise of all true banking functions. 


BANK of NEW YORK 


and TRUST COMPANY 


Established 1784 
NEW YORK : 4 
CLEA RING HOUSE 48 Wat StreEET, NEw York 
MEMBERSHIP 
NUMBER ONE Uptown Office: 
* Madison Avenue at 63rd Street 
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APPLICATION OF DUAL CONTROL TO TRUST 
ACCOUNTING 


ASSURES THE ESSENTIALS OF ACCURACY, SPEED AND ECONOMY 


M. W. A. BOLL 
New Systems Department, City Bank Farmers Trust Company of New York 


(Epiror’s Note: Great strides have been made during recent years in reducing prob- 
lems of trust accounting through combination of human and mechanical operations to terms 
of safely, speed and elimination of needless cost factors. The following system of maintaining 
cash records and which is described as dual control, have been successfully developed and 
operated by the City Bank Farmers Trust Company, the oldest trust company in the United 
States. The greatest strength of this system, says Mr. Boll, is its simplicity and its accord 
with sound and elementary principles of accounting and management, upon which it is based.) 


HAT are the basic requirements of 

a sound cash record system? How 

can we best handle volume activity? 
What are the advantages, if any, of machine- 
written and accounts over hand- 
written and accounts? These are 
some of the questions that confront the trust 
accountant. 

A surprisingly large number of banks and 
trust companies of considerable size still use 
hand-posted, hand-written Many. 
while adopting machinery, have constructed 
unnecessarily complicated systems, and vio- 
lated the first requisite of any system, name- 
ly, simplicity. We can not, therefore, place 
too much emphasis upon the and 
thought to be taken in approaching any prob- 
lem of operation, for many pitfalls surround 
contemplated changes in methods of opera- 
tion. 

Fiduciary bookkeeping is a major opera- 
tion. Any system that we propose for it 
must insure accuracy. speed, and the econom- 
ical handling of a peak period activity. 
cial consideration must be given to peak pe- 
riod activity. for it is this peak activity 
Which assumes the nature of what is known 
in industry as a mass production problem. 
and in utilities as a peak service problem. 
We all know how industry solved its mass 
production problem through mechanization, 
and we know how utilities helped to 
solve some of their peak service problems 
through rate adjustments. These are les- 
Sons from which we may learn. 

It is generally accepted that the mechani- 
zation of operations has become almost as 
essential in banking as in industry, for speed, 


records 
records 


records. 


care 
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accuracy, and volume activity require the 
elimination to the greatest possible degree of 
that very erratic factor so difficult to control, 
the human element, and the substitution 
therefor of machinery. Needless to say, ma- 
chinery in itself does not insure the required 
degree of accuracy and speed. The proper 
type of personnel in operation and manage- 
ment, and a system based on sound prin- 
ciples, are equally essential. 


General Problems of Trust Accounting 

With these thoughts in mind as a general 
background, we turn to our specific subject, 
the keeping of cash records, treating as one 
the relationship of the fiduciary in his ca- 
pacity as trustee and in his capacity as cus- 
todian, for from the viewpoint of cash rec- 
ords. the basic requirements are the same. 
It is true that in some companies a certain 
number of custodian accounts do not require 
cash records, specifically those where income 
is collected and credited direct to checking 
accounts. These we obviously must omit 
from consideration and confine ourselves to 
those accounts where policy and instruction 
require the keeping of cash records, for, 
though the responsibility for initiating cash 
transactions may vary in trust accounts and 
in custodian accounts, the transactions them- 
selves are of the same general nature and 
present the same general problems. 

These problems may be stated in brief as 

follows: 

(1) The accurate posting of the receipt 
and disposition of income, with spe- 
cial attention to peak period activity. 
The accurate posting of the receipt 
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and disposition of principal. 

(3) The preparation and rendition of cash 
statements. 

(4) Providing accurate, complete, and 
readily accessible records for the pur- 
pose of remittances, calculation of in- 
terest, calculation of commission, ac- 
countings and tax work. 


Presenting the Dual Control System 

The client is interested in prompt remit- 

tances and also in the receipt of a clear, com- 
plete, and accurate statement. There are of 
course other corollary requirements, but the 
aforegoing are the chief problems. To meet 
these problems there is offered to you a sys- 
tem based on what may be described as dual 
control, the creation of two independent rec- 
ords for the purpose of accurate proof and 
accurate control. The accounting principles 
involved are elementary and need no elabo- 
ration. 

In presenting this system to you we em- 

ploy, 

(1) A skeleton or a control ledger, com- 
bining income and principal on one 
sheet with respective balances for in- 
come and principal, but no combined 
balance. 
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(2) A combined income and principal cash 
statement sheet, with carbon record 
copy. 

(3) A posting machine, flexible enough to 
be used for detailed statement post- 
ing, as well as for the speed volume 
posting on the control ledger. 


Cash Ledger 

Let us examine the cash ledger, sometimes 
known as the skeleton ledger. See Exhibit 
“4.” 

It will be noted that at the top of the 
ledger sheet space is provided for the ad- 
dressograph impression of the short or long 
title of the account, whichever may be pre- 
ferred. On the extreme right, space is pro- 
vided for folio number. Below that, the sheet 
is equally divided between income and prin- 
cipal. Income is subdivided into debit, credit, 
previous balance or balance forward, then 
balance, and date. Principal is similarly 
subdivided into debit, credit, previous bal- 
ance or balance forward, balance, and date. 
The sheet is workable on both sides, and is 
so built as to fit into a loose-leaf binder, 
which may be locked when the sheets are not 
being used for posting. The size of the 


sheets may vary, though it may be well to 


ExhibiEé “Aa" 


256 MARY SMITH TRUST 
U/A DATED NOV. 6,1927 


FOLIO NO. 3 


EET a a ETE 
ee ee 


125.00 
25.00 125.00 5,000.00 10,000.00 | 5,000.00* 
100.00 100.00 
| 0 ree fe) a ae » 


EXHIBIT A. CASH OR SKELETON LEDGER. 
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Banking and Fidueiary Services 
in Philadelphia 


The Integrity Trust Company, with its Main 
Office in the heart of the financial district, 
and six other offices in Philadelphia, offers 
correspondent, financial, and fiduciary serv- 
ices to banks and bankers. 


Established 1887 


Member 
Federal Reserve 
System 


Capital, Surplus and Profits over $15,000,000 


Integrity Trust Company 
Main Office: 16th and Walnut Streets 





mention that a sheet approximately 12 in. x 
1314 in. has been found acceptable. 


Statement Sheet 

We now turn for a moment to our state- 
ment sheet. Eehibit “B.’ The state- 
ment is built so that we have two original 
sheets and a carbon copy in between, usable 
on both sides. On the top of the original state- 
ment sheets, space is provided for the long 
title. To the right, we provide for account 
number and sheet number. Below, columns 
are provided for date, transaction details, tax 
code, income subdivided into debit and credit, 
income balance, and principal subdivided 
into debit, credit, and principal balance. 

The carbon copy presents the same fea- 
tures as the original; some statement forms 
add an old balance column to the carbon 
copy for the purpose of checking and prov- 
ing pick-ups of old balances. However, it 
has been found much more economical to 
either adjust an adding machine roll on the 
machine or else to pick up your old ‘balance 
in the machine. This latter step decreases 
the size of the carbon copy and reduces filing 
space requirements. 

Particular attention is called to the use of 
{wo original statements and one reversible 
carbon copy for it simplifies to a considerable 


See 


degree your filing as well as your reference 
problem, for instead of filing one carbon for 
each original, you only file one carbon for 
two original copies. This means added econ- 
omy in filing space and compactness of rec- 
ords for accounting and reference purposes. 


Posting Operations 

We are now ready to study our posting 
operation, made from tickets handed to us 
by our teller, the tickets having been sorted 
by account and blocked by predetermined 
control. The control ledger is posted first. 
We take our ticket and read the title on the 
ticket. We take the respective sheet from 
our tub. As we insert the sheet into the ma- 
chine, we check the account number on the 
sheet and the account number on the ticket. 
It must not be forgotten that this ticket may 
be either an individual entry or a summary 
entry covering a large number of debits or 
credits. 

The sheet having been inserted into the 
machine, we shift the carriage to income 
credit position. We write $125 credit in- 
come. We shift the carriage to the balance 
column. There being no previous balance, 
we write balance $125. Then we print the 
star to clear register. The star will not print 
unless we have picked up the correct balance 
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from the register. We then print the date 
with one stroke, the mechanical arrangement 
being such that one stroke will print your 
date. As posting is being made to ledger, a 
consecutive journal record of items is simul- 
taneously prepared by means of a carbon in- 
sertion. This journal record is used by the 
ledger operator in ‘proving the daily trans- 
actions to the predetermined block proof pre- 
viously established«by the teller. This is 
done at close of business each day. Principal 
entries are posted with the same kind and 
same number of steps. 


Simultaneous Posting of Statement and 
Control 

Due to the fact that principal and income 
are incorporated on one sheet, any principal 
entry made in connection with a related in- 
come entry requires no extra handling, i.e., 
the pulling of the sheet from the tub, the 
checking of the number on sheet and ticket, 
the insertion into the machine, the taking 
out of ithe sheet from the machine and the 
placing into the tub. All of these operations 
are saved, and if we analyze them, they 
amount to a considerable number of steps. 

The posting of the statement may be done 
simultaneously with the posting to the con- 
trol ledger. The control ledger generally is 


begun first because it is the speedier opera- 
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tion, and primarily because it is proved to 
the general ledger. Although all operators 
may be assigned to control posting at one 
time, it is essential that the work be so di- 
vided that the same girls do not post the 
tickets to both control and statement. This 
is a matter of elementary operation control. 

The mechanical steps in posting the state- 
ment are almost identical to those used in 
posting the control ledger. In the case de- 
tailed in Exhibit “B’” we presume a_ pur- 
chase. The sheet being in the machine we 
first pick up our old balance, $125 income 
and $10,000 principal, either on the tape 
aforementioned, or blind in the machine. We 
then shift the machine carriage to the date 
column. We write with one stroke March 3. 
We read the detail on the ticket, for in this 
case there is no summary posting, as we well 
understand. We write “Purchased $5,000 
City of New York 3’s, 1982, at 100 net and 
interest from February 2 ito March 3, 1932.” 
We then post our tax code number. We then 
shift the carriage to the debit income and 
post $25. We shift the machine to the bal- 
ance column. Twenty-five dollars deducted 
from the $125 previously picked up as the 
old balance leaves us $100, which we write. 
We print start to clear register. We then 
shift our carriage to debit principal. We 
write “$5,000.” We shift the carriage to 


Exhibit "8" 


Account No. 


256 THE MODEL TRUST COMPANY 
TRUSTEE FOR MARY SMITH UNDER 


AGREEMENT DATED NOV. 6, 1927 


Sheet No. 


BALANCE 


Tax INCOME PRINCIPAL 
TRANSACTION | CODE 
peoit|cnenrt| satance | peprr_|crepz| 


Balance Forward 


Int. $5000. Louisville & 

Neash- R.R. Cp. 5's 

1933 2 125.00] 125.00* 
Purchased $5000 City of 

New York 3's @ 100 

net and int. from Feb 

2 to Mar. 3, 1932 24 25.00 100.00* | 5,000,00 
Check to Mary Smith on 

account of income 27 |100.00 200* 


5,000.00* 


ExHIBIT B. STATEMENT SHEET. 
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A STATEMENT OF BELIEF 


‘Wherever there is a possibility that there may be 
a need for the emergency use of principal, the 
insurance trust service provides the surest means 
of meeting the situation satisfactorily." 


From an address by President M. A. 
Linton before the American Bankers 
Association. 


Provident ‘Mutual 


Life Insurance Company of Philadelphia 
Founded 1865 


principal balance column and we _ write 
“£5,000,” the difference ‘between the debit 
and the $10,000 previous balance or old bal- 
ance carried in the machine. We print star. 

Special attention is called to the fact that 
by maintaining income and principal on one 
statement sheet, only one writing of descrip- 
tion is necessary. ‘There is also saved all the 
handling previously described in the posting 
of the control ledger, certainly a strong case 
for combining income and principal on one 
skeet. 

Now to verify the accuracy of the posting. 
The statement operator having offset the 
statement sheets and ‘the control sheets as 
they were placed in the tub, prepares to eall 
accounts and balances effected by the day’s 
activity. The statement operator will call 
to the control ledger operator, not the con- 
trol ledger operator to the statement opera- 
tor, on the sound theory that statement bal- 
ances should be called to the control balance, 
for it is the control ledger which is proved 
to the general ledger. 


Utilizing Flexible Posting Machine 
Let us return to the problems that we out- 
lined at the beginning of this article and see 
whether our system meets the requirements. 


Problems One and Two you will recall cov- 
ered the accurate posting of the receipt and 
disposition of income and principal. For the 
posting we provided, first, a flexible posting 
machine which permits us to concentrate ac- 
tivity either on the control ledger or on the 
statement ledger, whichever may be required 
at the moment. Secondly, we have provided 
summary posting in the control. Peak ac- 
tivity may be reduced considerably by pre- 
paring summary tickets in advance. For in- 
stance, our collection department may verify 
and prove in advance certain dividend credits 
to ‘be passed on securities, on which we are 
reasonably certain to receive checks within 
a day. These credit tickets are proved to 
the records and to the figures received from 
the transfer agents. To ‘these credits may be 
added coupon credits which are to be put 
through on a cash basis. All of them can be 
cleared through the teller the evening pre- 
ceding the 1st or the 15th of the month, and 
the bookkeeping department, having sorted 
them by account, may in whatever manner 
it may deem most practical summarize all 
credits to one account and make available 
to the poster, the control or summary figures, 
so that instead of posting each individual 
credit when time is a vital factor, the opera- 
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tor will post only one entry instead of five, 
ten, fifteen or fifty entries. 

We have provided dual control, which is 
a recognized aid to accuracy. Two persons 
read each ticket with a different mental proc- 
ess. We have provided two separate ma- 
chine operations confining ‘the human element 
to the narrowest possible limits. We have 
provided a c¢all-back by statement operator 
to the control operator which checks posting 
as to amounts and proper accounts. We have 
combined income and principal on one sheet 
and so provided a simple and economic post- 
ing operation. 


How Various Problems Are Met 

Problem Number Three was quite similar 
to Problems One and Two. You will recall 
it covered the preparation and rendition of 
st.tements. To answer ‘Problem Three we 
provided, first, a statement posted from the 
original source of entry, namely the tickets. 
That is ‘an aid to accuracy. Second, a state- 
ment posted currently and kept up to date 
except during peak periods when effort is 
concentrated on the control. The flexible 
posting machine enables us to concentrate 
our efforts on the posting of statements as 


Edmonton 


Hamilton Winnipeg 
London, England 


soon as we are through with our control 
ledger posting. 

Fourth, we have provided for the checking 
of the statement to control ledger in order 
to prove the amounts and posting to proper 
accounts. We have combined principal and 
income on one statement, which speeds its 
preparation and reduces descriptive posting 
as Well as handling. It is generally agreed 
that the legal or technical objections to hav- 
ing income and principal on one sheet are 
negligible, the proof being that a great many 
trust companies and banks in New York now 
follow that procedure, 

Problem Number Four covered the avail- 
ability of accurate, complete, and readily ac- 
cessible records for purposes of remittance, 
interest calculation, commission calculation, 
accountings and tax work. For this pur- 
pose we have, first, the use of the skeleton 
ledger and summary posting. This gives us 
balances in the shortest possible time. The 
remittance clerk can prepare his checks and 
his credits during the time that the state- 
ments are being posted, and then prove state- 
ment to the control ledger. Second, we have 
provided the combined income and principal 
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as the elementary and sound principles of 
accounting and management on which it is 
based. Its greatest strength is its simplicity, 


control sheets, which enables the clerk to 
post his interest sheets by adding income 
and principal visually as he posts to his in- 


terest sheet. If separate balances are re- 
quired they are available. In some systems 
the control ledger provides for a combined 
principal and income balance, but the con- 
tinual injection of the combined balance fac- 
tor in each income and principal posting 
more than offsets any advantages gained in 
the calculation of interest, or, for instance, 
in the running of trial balances. This point 
is particularly evident during periods such as 
the first of the month when time is most 
valuable and speed an absolute requisite. 


Embraces Tax Code 

We have also provided for Problem Four 
full details which are available on statement 
for the collection and taking of commissions. 
In most instances it has been found desirable 
to maintain a supplementary record card pri- 
marily to simplify progressive rate calcula- 
tions. We have provided a carbon copy of 
the combined statement from which account- 
ings may be prepared and which furnishes 
the tax department with required details. 
On the statements we have the tax code 
which represents classification of receipt and 
disbursements, according to the requisites of 
the federal or state income tax laws. These 
codes may, for instance, be established for 
domestic dividends, taxable bonds, tax-free 
bonds, rents, expenses, remittances, ete., the 
primary purpose of the code being to sim- 
plify the analysis posting problem for the 
tax department. To facilitate the coding, all 
securities are coded when received and are 
set up on the addressograph plate so that 
any income ticket prepared from the plate 
carries the code of the security described. 

That completes the outline. Many readers 
will have recognized familiar features. It 
is practical; it is economical; it is as simple 


for it is that which gives it speed, accuracy 
and the economic handling of volume activity. 
a & & 

The Trustees Executors & Agency Com- 
pany of Melbourne, pioneer trust company of 
Australia, in its 54th annual report shows 
value of estates administered at £26,675,000 
on June 30, 1932. Net profit for the year was 
£10,552 with paid-in capital of £140,000. <A 
reserve fund of £79,000 is maintained. Charles 
R. Smibert is the general manager. 


LEON M, LITTLE 


Vice-president, New England Trust Company, Boston, 
who has been elected a member of the Executive Committee 
of the Trust Division, A. B. A. 
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Group Banking, Group Thinking, 
Group Organization 


A NEW CORRESPONDENT SERVICE 


Absolute autonomy belongs to every bank 
in the Marine Midland Group. Yet there 
is a strong bond between us. We have 
worked hand in hand with the various 
members in our Group of 22 banks. Be- 
cause of this intimacy, we have a better 
understanding of the needs of all banks 
outside New York City. 
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We have built a system of fiduciary repre- 
sentation which reflects this knowledge 
and experience. It is not limited to mem- 
ber banks, but is open to correspondents 
near and far. Your inquiry is invited. 


THE MARINE MIDLAND TRUST COMPANY 


OF NEW YORK 


Main Office: 120 Broadway, New York City 
MEMBER OF THE MARINE MIDLAND GROUP OF BANKS 


There are Marine Midland Banks in these New York State Cities: 


NEW YORK CITY e TROY 
BINGHAMTON JOHNSON CITY 
BATAVIA ALBION ° 


TONAWANDA 
SN YDER 


MALONE 
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NIAGARA FALLS 
NORTH TONAWANDA 
LACKAWANNA 


OSWEGO WATERTOWN” e@ 


LOCKPORT 
EAST AURORA 
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A BANK PRESIDENT’S ATTITUDE TOWARD THE 
TRUST DEPARTMENT 


A FRANK STATEMENT OF DUTIES AND RESPONSIBILITIES 


ANDREW PRICE 
President, The National Bank of Commerce of Seattle, Washington 


(Ep1ror’s Note: There are occasions when trust conferences yield papers of exceptional 


quality, which might be styled “‘classics.” 


Such a masterpiece was the address presented by 


Mr. Andrew Price at the recent Pacific Coast Regional Trust Conference. He dwelt upon a 
subject which has called forth criticism and lamentation and which has acquired increasing 
importance because of the large number of national banks which have assumed trust powers. 
Mr. Price demonstrated by his frankness that he is a bank president who is also “trust 
minded” and has a true conception of the relations that should exist between the trust officer 
and the executive head of a bank. Incidentally Mr. Price conveys advice and admonitions 
that hit the mark in these troublous times.) 


HE trust department is a daily chal- 

lenge to a bank president. It challenges 

him as to its standards.. It questions 
his faithfulness to the trusts it has accepted. 
It objects if he is unduly preoccupied with 
commercial banking problems. It demands 
his most human interest and care, It tests 
his sense of justice and all his finer instincts. 
It disproves the heartlessness of his profes- 
sion. Given half a chance, it brings out the 
best there is in a bank president. 

The degree to which a bank president is 
“trust minded” controls in no small measure 
the degree to which he interests himself in 
the affairs of his bank’s trust department. 
The bank president is, however, the titular 
head of the trust department. Though he 
may not be charged with the obligation to 
perform its duties, nevertheless a great trust 
responsibility rests upon his shoulders. His 
shadow falls on every department of the 
bank he heads. It stands out in clear, bold 
relief or is blurred by uncertainty. The trust 
department wilts under the cloud of uncer- 
taintv—it blooms, grows and bears fruit in 
the light of clear standards radiating from 
the head. 

Upon the president of the bank devolves 
the responsibility of defining the policies of 
the trust department, selection of its man- 
aging personnel, weighing of its plans, ob- 
servance of its procedure and finally seeing 
to it that it is so conducted that it may con- 
tribute a profit to the bank proportionate 
to the risks assumed. To these might be 
added another responsibility, namely that of 
protecting the trust department from the 


bank, and protecting the bank from the trust 
department. 


Requisites Before Launching Upon Trust 
Service 
A trust department without a sound, well- 
defined policy, is like a ship without a rudder. 
It is therefore of vital importance to the 


ANDREW PRICE 


President, National Bank of Commerce, Seattle, and Presi- 
dent of the Marine Bancorporation, Seattle, Washington 
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bank, the trust department and its customers 
that clean-cut policies be defined for its con- 
duct. 

Perhaps the first question for a bank to 
determine is whether it should engage in 
the trust business at all. Until within the 
last decade there was a large group of con- 
servatives who held that the commercial 
banking business as well as the trust busi- 
ness would be best served by not mixing 
them. An insistent public demand for cor- 
porate fiduciaries and competition broke 
down these arguments until on June 30, 1931 
there were, as we are told, 2407 national 
banks with trust powers. It is reasonable 
to assume there was a comparable number 
of state banks also engaged in the trust 
business. The figures given us clearly lead 
to the conclusion that a bank with less than 
$200,000 capital should not attempt to en- 
gage in this business. The exposure to er- 
rors is great because earnings of trust de- 
partments in banks of smaller size do not 
justify trained trust personnel, and just one 
bad mistake might wipe out the bank’s entire 
capital. There has been clearly pointed out 
the necessity of a separate and distinct trust 
department in order to properly administer 
trusts. This requires volume and earning 


W. G. Watson, 
General Manager 


capacity beyond the possibilities of the small 
bank. 

The first requisite, therefore, to determin- 
ing whether a bank should engage in the 
trust business is the size of the bank, the 
size, wealth and character of the community 
in which it operates, and its reasonable op- 
portunity to control a volume of trust busi- 
ness sufficient to justify its assuming the 
risks to itself and its clients involved in 
holding itself out to perform the sacred du- 
ties which arise the moment a trust is ac- 
cepted. 

The second requisite to the decision of 
whether a bank should establish, or for that 
matter continue to maintain, a trust depart- 
ment is the attitude of the bank as reflected 
by its president and other officers and its di- 
rectors toward the trust business. Unless 
after careful thought and investigation they 
are satisfied to provide the proper facilities, 
management and direction of a trust depart- 
ment, the bank should not engage in the busi- 
ness, Unless the trust business can be ranked 
in an important position in a bank’s activi- 
ties, it should not be undertaken or contin- 
ued. If the president has no time for the 
trust department, if the directors are un- 
willing or incapable of serving as an active 
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trust committee, if the trust department is 
simply an “also ran” department, again I 
say it has no place in a bank. 

Banks, like every other undertaking, are 
for profit. Unless each department returns 
its fair share of profit it is apt to lose the 
interest originally held for it and to fall 
into bad ways. Even with an institution of 
sufficient size to support a trust department 
over a period of years, unless the manage- 
ment of the bank is willing to provide un- 
flinchingly for its non-productive years it 
would be better that the department were 
never started. 


Avoiding Hazardous Commitments 

Given all the essential requirements for a 
possible justifiable existence of a trust de- 
partment, a bank should confine its business 
to the highest type of operation. By so doing 
the trust department’s opportunity for en- 
during suecess is greater. Undesirable trust 
business reflects upon, injures, in fact jeop- 
ardizes the existence of the bank itself, 

Trusteeships for real estate promotional 
enterprises, inadequately secured bond _is- 
sues, stock selling schemes of infinite variety, 
collateral trust relationships which imply, if 
not impose, a degree of supervisory control, 
and many other types of corporate trustee 
relationships based upon equities of doubt- 
ful value, do not redound to the credit of a 
banking institution. Correspondingly, doubt- 
ful personal trusts which are sometimes re- 
sorted to as a means of circumventing es- 
tablished property rights, irrespective of how 
profitable they may be, in and of themselves 
do an irreparable damage to trust depart- 
ments and banks that become parties to them. 

Part of the job of a bank president, I take 
it, is to assist the active management of the 
trust department in considering these and 
other policy questions and laying down a 
clear set of standards for the character of 
business it will accept, both as to the subject 


matter of the trust and the objects and pur- 
poses for which the trust is created. 


What Is Expected of Trust Officers 

No matter what may be his title, the man 
who actually runs the trust department of 
the bank is the keystone to the arch. I have 
found trust officers to be men of an unusually 
high order. With no disparagement to our 
friends in the commercial banking depart- 
ments, it seems to me most of the senior trust 
officers whom I have met are more profes- 
sional in their approach to their business. 
They are studious, they take their business 
seriously, and generally speaking, they typify 
as near an ideal combination of business and 
professional qualities as you will find in any 
walk of life. 

Bankers generally must be likeable and 
confidence inspiring. Trust officers must 
have these qualities to an even greater de- 
gree. Whenever I take a prospect over to 
talk to our trust department, I have the 
feeling that the prospect looks upon me as 
just an ordinary fellow like himself—here 
today, but apt to be gone tomorrow. But 
when he talks to the trust officer he expects 
to find someone immortal, one who will be 
there when he is dead, to do all the things 
he wants done when he is gone. What a 
flat affair it would be to have such a pros- 
pect disillusioned by his first impression of 
the vice-president in charge of the trust de- 
partment. The very appearance of the trust 
officer, of his supporting personnel and of 
his office itself is of vital importance. His 
sterling character must be such as to imme- 
diately be discernible. His ability must be 
of the highest order, Trivial as it may seem 
and difficult as it must be to avoid, trust 
officers must have their work so organized 
that their desks and minds are clear to take 
care of their customers as they come, 


Inspiring and Retaining Confidence 
Of equal importance to the ability to in- 
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spire confidence is the ability to retain it. 
Trust officers must have this quality. In ad- 
dition, as a namesake of mine has said, they 
must be kindly, considerate and tactful. They 
must be calm under the most trying circum- 
stances. In most banks I have observed that 
trust departments are practically self-suffi- 
cient institutions—the law makes them self- 
contained. They enjoy the benefits of close 
association with the banks but are in many 
respects a thing apart. The vice-president 
or other officer in charge must therefore have 
unusually broad general executive abilities. 
He must be a good organizer in order to keep 
work moving under all circumstances, He 
should be a good new business man, as well 
as a good administrative officer. His invest- 
ment judgment should be sound. His knowl- 
edge of technical legal aspects of trust mat- 
ters should be broad. He should have a 
clear understanding of accounts and account- 
ing practice, and be a stickler as to the ac- 
counts of his own department. Errors and 
omissions may be accepted on rare occasions 
in other departments of the bank, but none 
in the trust department. 


Upon the trust officer of a bank devolves 
one of the most difficult but withal one of 
the most important duties which any execu- 
tive has to perform, the training of his suc- 
cessor. One of the strongest claims of banks 
in the solicitation of trust business is that 
the institutional character of their set-up in- 
sures their customers against the risks of 
death or other incapacity to fulfill the trust. 
I wonder how many trust officers of banks 
are providing against this exposure? Most 
of us are reluctant to even think of being 
personally out of the picture, much less to 
training someone to fill our shoes when we 
are gone, at the risk of being pushed out 
before that time, 

At the risk of losing my own job, let me 
say that if trust officers sometimes feel they 
are not getting quite their share of the 
breaks salary-wise, I quite sincerely agree 
with them. If the average board would con- 
sider for a moment the relative responsibili- 
ties which are the trust officer’s, it would 
probably view this salary question differ- 
ently. Perhaps there is an answer to this, 
too. The trust department must make a 
profit. Your care in expenditures is the first 
step to increased profits, and your salary will 
naturally reflect to some degree the measure 
of profits realized from your department. 


Drains on the Trust Department 
Because the corporate fiduciary business is 
relatively so new and its range so wide, there 


is a natural tendency on the part of am- 


TRUST COMPANIES 


bitious trust officers to extend its promotion. 
Expensive and unprofitable advertising con- 
sumes, in my opinion, entirely too large a 
proportion of trust department income. 
Many times it develops that such advertising 
has more appeal to the publicity man or the 
trust officer than it has for the trust prospect. 
Another drain on the trust department ex- 
pense account is poor solicitors. Half the 
time spent on trying to train ex-bond men, ex- 
lawyers, ex-insurance men, and other bright 
young or middle aged men to become good 
trust solicitors, if directed to obtaining the 
Whole hearted active cooperation of the 
bank’s loan officers, tellers, investment de- 
partment personnel, and other non-trust de- 
partment employees who have a contact with 
the depositors and customers of the bank, 
will produce more actual results. Such ef- 
fort, backed up by a thoroughly trained, well 
grounded trust personnel, which has the fac- 
ulty of closing trust prospects so developed 
and subsequently rendering efficient trust 
service, will help keep the expense account 
in hand, 

I favor aggressive trust department de- 
velopment, but not at the expense of too large 
a part of trust department profits. The best 
man of all to do this promotional work is 
the manager of the department itself. This 
he cannot do unless his work and depart- 
ment is properly organized to give him the 
time to do it. Too many trust officers, I be- 
lieve, are so conscientious in the fulfillment 
of their trust responsibilities that they seem 
to think nobody can handle the smallest de- 
tail except themselves. I think you will 
agree this is a mistake. 

Another common trust department mistake, 
it seems to me, is over-systematization. There 
are often too many and too costly forms. 
Give nature a chance and reduce the neces- 
sity for all this system by having more com- 
petent help. Adequate, clear records which 
will facilitate work and stand the test of time 
and courts are of course necessary. It’s the 
trimmings I’m talking about. 

At the outset I said part of a bank presi- 
dent’s responsibility to the trust department 
was to protect it from within the bank itself. 
By this I meant that the trust department 
must not be a catch-all. You trust officers 
know what I mean—unprofitable bank servy- 
ices, misfit personnel too good or too old or 
too close to Director X or Stockholder Y to 
be fired, but of doubtful value as trust de- 
partment material. Every bank president 
should stand side by side with the officer of 
the trust department to keep these elements 
out of the trust department. 
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Suggests Formulas as to Trust Investment 
Policy 

In these days which try the patience and 
test the capacity of everyone dealing with in- 
vestments, my heart goes out to trust officers 
in their investment problems. There are a 
few simple formulas I would suggest for 
trust department investment policy: 

1. An active, keen Trust Investment Com- 
mittee drawn from the best officer and di- 
rector material in the bank, men who under- 
stand broad and basic economic trends as 
well as those with close analytical abilities. 
2. Recognition that investments, even for 
long lived trusts, are never static; they are 
constantly changing and require: 

3. Careful and frequent reappraisal. 

4. Willingness to quickly recognize a mis- 
take of former judgment or changed condi- 
tions. 

). Prompt disposal, even if it entails some 
loss, when either of these conditions develop. 
In this connection it has always seemed to 
me a trust involving investment should never 
he accepted which does not recognize the pos- 
sibility of some loss and make provision to 
permit judicious losses to be taken for the 
protection of the body of the estate. The 
simplest method I know of to provide for this 
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is a provision that part of the income be set 
aside in a reserve fund, not available for dis- 
tribution at least until a substantial reserve 
has been established. 

6. Generally—irrespective of the probable 
duration of the trust—the maintenance of a 
substantial part of the investments of the 
trust in reasonably short maturities so select- 
ed that a part mature each year. 

7. And finally, that only the highest grade 
securities ever be purchased. The urge to 
obtain income should never be permitted to 
cloud one’s judgment in the selection of trust 
investments. 


Definite Planning and Procedure 

Any large accomplishment is the result of 
a sound plan thoroughly developed and care- 
fully carried forward, As applied to the 
trust department of a bank, does not the same 
line of reasoning apply? It will profit trust 
departments generally if their managers take 
sufficient time to evolve a plan of operation 
and development for not one year but a pe- 
riod of years. Having developed such a 
plan, would it not be a good idea to have 
the active officers’ committee of the bank 
consider it and, after obtaining their en- 
dorsement and cooperation, would it not then 
be even better still to have the plan one 
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which would be sufficiently simple and clean- 
cut and definite that it would commend itself 
to a board of bank directors? It is probably 
difficult to find the time in the press of to- 
day’s duties to consider tomorrow’s necessi- 
ties, but time so spent is perhaps of the great- 
est ultimate profit. 

The risks bank officers take with respect 
to loans are risks of the bank’s capital, their 
own money and that of their stockholders, 
but the risks involved in the average trust 
and its investments involve not alone possible 
exposure to the bank itself, but in addition 
are of vital importance to the individual ben- 
eficiaries of the trust. The law imposes and 
the public expects a measure of care and 
interest in trust matters at least equal to 
that exercised in the care of one’s own 
affairs. 

We are told that 
bility for the prudent, 


“the ultimate responsi- 
safe and efficient oper- 
ation of a trust department devolves upon 
the directors of a bank.” Let me say that 
the board expects the president to see to it 
that the trust department is run as efficiently 
as any other department of the bank. Is he 
not charged with the duty of seeing that 
audits of its affairs and of the trusts under 
its care are as religiously made and care- 


$1,000,000 


$1,000,000 


fully followed up as the audits of any other 
department? I believe most presidents do 
feel this responsibility, and measure up to it. 


Regular Review of Trust Procedure 

There is one suggestion, that oc- 
curs to me that all bank presidents and trust 
officers might well consider, and that is a reg- 
ular review of the procedure of the trust de- 
partment to see to it that it is acting in strict 
accordance with the provisions of the various 
trust instruments in its files. Our courts in 
Washington hold there is no such thing as a 
“passive trustee.’ It therefore would seem 
especially appropriate that regular reviews 
of procedure include a_ consideration of 
whether the trust instrument is being prop- 
erly interpreted. Legal proceedings may be 
necessary in some cases to assist in the in- 
terpretation of matters originally considered 
clear but which loss or changing conditions 
have subjected to an entirely new interpre- 
tation. Beyond the question of pure legal 
interpretation, a bank must concern itself 
not only with its legal liabilities but its moral 
responsibilities as well, and an independent 
review of this character could with propriety 
include in its consideration these moral equa- 
tions. 


however, 
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Problems from Impaired or Defaulted 
Securities 

The problem arising under defaulted bond 
issues is one of increasing seriousness ; prob- 
ably the answers to all the questions raised 
by these defaults will only be known after a 
long series of court actions. The complicated 
questions arising from such defaults, the gen- 
eral reflection upon the prestige of the bank 
acting as trustee in such cases, and the ex- 
posure it runs from any court actions arising 
out of such defaults, particularly those in 
which claims of dereliction are asserted, are 
the subject of grave concern to every bank 
president. 

Present experiences with defaulted bond 
issues would lead to the conclusion that al- 
though a bank is presumed to have no legal 
liability under the trust deed, nevertheless 
it would save itself considerable criticism if 
it fulfilled what might be defined as the 
moral responsibilities it holds to the bond- 
holders rather than limiting its action to its 
legal liabilities alone. Naturally, this pre- 
sents complications. Underwriters of issues 
are loath to have technical defaults adver- 
tised to the world, disturbing an otherwise 
fairly contented group of bondholders, par- 
ticularly when it would appear such technical 
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defaults do not seriously impair the underly- 
ing security, but I raise the question as to 
whether you men do not agree that in these 
cases at least the bank should consider its 
own interest first and promptly put on notice 
those in interest of the exact conditions so 
that whatever rights the holders have may 
be exercised if they see fit to act. 

Bank presidents share with me, I am sure, 
a concern which arises out of the presence 
in various trusts of bonds and other securi- 
ties which came into the trust account at 
the time of its creation, but which have 
since become impaired in value. The fact 
that they were not purchased by the bank, 
that the courts generally interpret them to 
be technically legal investments irrespective 
of whether they conform with what a trustee 
himself could buy, do not answer the question 
which some beneficiary or remainder man 
may ultimately raise as to why the bank 
trust department permitted the bonds or oth- 
er securities to be retained. I confess I do 
not know an answer universally applicable to 
these cases. My judgment tells me that it 
would be infinitely better not to accept such 
items in the first place, but having accepted 
them and finding them to be lacking in qual- 
ity, the bank through the trust department 
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should promptly put itself on record with 
those in interest as to the true status of such 
securities. Thereafter, if the securities are 
retained, the records of the department 
should clearly show frequent reviews and 
whatever consideration prompted their con- 
tinued carry. 

Throughout the nation there is each year 
a day set aside as “Clean-up Day.” Streets, 
yards, vacant property and public areas are 
swept clean and otherwise tidied up. What 
do you think of the suggestion that at the 
same time each year trust departments do 
the same thing? I do not mean purely from 
the physical aspects of the trust department, 
which of itself might not be a bad idea, but 
of the business that is on its books, 


Suggests a ‘“‘Trust Department Reserve Fund” 

In discussing investment of trust funds, I 
have suggested that a part of the earnings of 
every such fund should be retained in the 
trust until a reserve fund of sufficient size 
has been accumulated to protect the account 
against possible loss. Let me ask you an- 
other question. What would you think of 
the idea of applying the same formula to the 
earnings of the trust department itself? Sup- 
pose that 10 to 25 per cent of the net profits 
of a trust department, instead of being car- 
ried forward to the undivided profits account 
of the bank and lost forever to control of the 
trust department, were accumulated in a spe- 
cial account known as the “Trust Depart- 
ment Reserve Fund.’ which account should 
be available solely at the direction and dis- 
cretion of the trust committee. 

I am not personally a believer that a bank 
should undertake a measure of responsibility 
equal to that of a guarantor for the actions 
of its trust department, but on the other 
hand I am fully aware of the responsibility 
the bank actually does take in the eyes of 
its customers with respect to investments it 
makes and its other operatons. Such a fund 
might be used, with the approval of the trust 
committee, to take out of some account with- 
out loss to the estate an investment originally 
selected by the trust department but which 
subsequent events proved to be a mistake. 

With the means specifically available in 
the “Trust Denartment Reserve Fund” with 
which to do this, many situations could be 
caught early enough to prevent serious sub- 
sequent loss. Such a trust department re- 
serve could also be available in event a bank 
is held liable for some mistake or dereliction 
of duty. I know of no business in which net 
income can safely be measured by taking the 
difference between today’s receipts and to- 
day’s expenditures, Reserves are just as im- 
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portant an item of expense as any other item 
of out-go and I think this applies just as 
much to the trust department’s income as 
that of any other department of the bank. 
I further believe that the discretion with re- 
spect to the use of such reserve should be 
lodged with the trust committee and the 
ranking officer of the trust department rather 
than necessitating action of an executive 
committee or board of directors, which would 
be necessary once trust department earnings 
have been co-mingled with the general profits 
account of the bank. 


Bond Departments and Affiliates 

Here is another problem that bank presi- 
dents are very much interested in in connec- 
tion with trust departments. Should a bank 
have a bond department or bond affiliate if 
it has a trust department? Irrespective of 
state laws and the provisions of the trusts 
themselves, I have one abiding conviction 
with respect to investments made by the trust 
department and that is that under no cir- 
cumstances should they be bought from the 
investment department of the bank or its in- 
vestment affiliate. That is not an easy de- 
cision to reach when one is also vitally in- 
terested in the success of an investment de- 
partment. But the question I first put goes 
further than that. 

Personally. I have not yet brought myself 
to the belief that it is incompatible for a 
bank to maintain both a trust and investment 
department, provided the trust department 
does not buy from its investment branch. On 
the other hand, it does behoove every bank 
president to see to it that the character of 
investment securities handled by its invest- 
ment department is of such quality that they 
are a credit rather than a reflection upon the 
bank as a whole. The trust department and 
the investment department each has its own 
field for service and profit. If the investment 
department cannot succeed without doing 
business with the trust department, it has 
no place in the organization. 

ty the same token, a bank president is 
vitally interested in protecting the bank from 
the acts of the trust department which might 
involve the bank in litigation. The opinion 
of a bank’s own attorneys should always be 
obtained for its protection where there is the 
slightest ground for doubt, in addition to ob- 
taining the counsel of the attorney for a par- 
ticular trust or estate. 


Acid Tests Applied to Corporate Fiduciaries 

The rapid growth and wide swings of eco- 
nomie conditions during the past five years 
have applied the acid test to corporate fidu- 
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ciaries. In light of this experience it appears 


to me: 


1. That trust departments of banks have 
given good account of themselves throughout 
this period, 

2. That portion of the public whose affairs 
were in the hands of bank trust departments 
have fared better on the average than most 
individuals who handled their own affairs 
both from the standpoint of 

a. Preservation of principal, and 

b. Maintenance of uninterrupted income. 
3. That it is imperative to the preservation 
of this splendid record that the business of 
trust departments of banks be maintained on 
ever a higher plane than at present, in order 
to eliminate unprofitable business, cut down 
unnecessary costs and improve the supervi- 
sion and management of trust property—par- 
ticularly the handling of trust investments 
which require even greater care thin given 
the banks’ own investment portfolios, 

4. That banks with low capitalization 
should not engage in the trust business on 
account of the risks to themselves and their 
customers because of inadequate earning pos- 
sibilities. 
observance of a bank’s 


5. That a closer 





moral obligations arising out of its trust re- 
lationships will not only reduce the exposure 
to criticism and even litigation, but will add 
greatly to public confidence and good will 
toward the entire institution. 


6. That the strongest defense against. ma- 
licious attacks upon corporate fiduciaries, 
which have arisen and will continue to arise 
out of isolated incidents drawn from the de- 
pression, is a strong offensive showing of the 
benefits which have been rendered by bank 
trust departments. 


¢. That bank trust departments are not 
only themselves one of the largest and most 
important depositors of a bank affording a 
profit to the bank from this source even 
though security must be put up, but are in 
addition the means of obtaining and tying 
large numbers of additional customers to the 
bank, 


8. That the possibilities for growth of the 
trust business during years to come exceed 
our expectations and, 

9. That trust departments of banks deserve 
and should have the fullest possible measure 
of participation, interest and cooperation of 
every bank president. 


fe ae 
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PRACTICAL LESSONS FROM YEARS OF EXPERIENCE 
IN TRUST BUSINESS 
MUTUAL RESPONSIBILITIES OF TRUST COMPANIES IN MEETING FALSE 
CRITICISM AND DISCOURAGING NEEDLESS OR LONG TERM TRUSTS 


MERREL P. CALLAWAY 
Vice-president of the Guaranty Trust Company of New York 


(Epitor’s Note: Prompted either by prejudice or ignorance of facts, there is a renewed 
attack which seeks to convey to the public that trust institutions are trying to impound a large 
part of the wealth of the country by means of unnecessary or long-term trusts. Mr. Callaway 
clearly disproves such misleading assertions by showing exaggeration as to actual volume of 
funds held by trust institutions as trustee and executor; that funds so held are either distributed 
as rapidly as possible or provide a constant flow of capital into constructive channels and 
that prevailing practice of trust officials is to advise against establishment of needless or 
unwise trusts. The following is part of a paper presented by Mr. Callaway at the recent 
Pacific Coast Trust Conference in which he also calls for simplification of trustee duties under 
corporate trust indentures and stresses the need of loyalty of trust men to each other in 


preserving highest standards.) 


N important lesson, the truth of which 
has been known to trust men all 
along, but which has been empha- 
sized by experience during this depression, 


is, that trust institutions should advise 
against the establishment of trusts where 
the benefits to be derived by the maker and 
beneficiaries are not self-evident. There are 
many conditions and circumstances in which 
trusts are desirable, and afford a needed pro- 
tection, or serve a useful purpose. But there 
are other conditions where they are not 
needed, or may even cause hardship by rea- 
son of the grantor having divested himself 
of ownership of property, and ithe right to 
resort to capital in times of need. Our ex- 
perience teaches us when and how to dis- 
criminate, and in those cases where the need 
is not present or tthe purpose doubtful, we 
should advise against the establishment of 
the trust. 

This does not mean that we should not 
advertise, and by means of dignified publicity 
educate the public to the need for and ad- 
vantage of trusts, but it does mean that in 
the practical application of our knowledge 
and experience ‘to the cases as they present 
themselves, we should advise against the 
placing of property in trust, unless the need 
is apparent. 

Many men, after struggling to amass a 
fortune, and knowing how hard it is to make 
ind save and keep money, are bent upon 


tying up what they leave for just as long, 


and 


as tight, as the law will permit and 
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human ingenuity devise. Now, we all know 
from experience with many estates that 
sometimes this is unwise. The wife should 
be protected against loss of principal, the 
daughters also, though to a less extent, and 
in some cases the sons, when habits or dis- 
position or tastes make it wise to have their 
estates administered for them. But even in 
the case of daughters, should not some part 
go outright where possible, and in the case 
of most sons, should not all or the greater 
part go outright, limited perhaps to some age 
of greater discretion than twenty-one years? 
Is it not better to give these young men, 
when they show any disposition for business 
or for affairs, the opportunity of using this 
-apital for the advancement and development 
of themselves? It seems to me that it is. 


Remove Criticism 

It further seems to me that the position I 
have outlined with respect to trusts should 
be the declared public policy of the trust in- 
stitutions of this country. It is the estab- 
lished policy of many institutions with which 
I am acquainted. If made general, and a 
matter of public knowledge, it would go a 
long way, in my opinion, to offset and clear 
up the misrepresentations with regard to 
trust institutions contained in various recent 
attacks, and similar attacks on trust institu- 
tions for some years past. 

It is said that we are reaching out in an 
effort to get into our hands the controlling 
wealth of the country. That we are persuad- 
ing people through advertising, solicitation, 
and high pressure methods to put their prop- 
erty and estates in trust. regardless of 
whether a trust is needed or proper. It is 
said that already we have vast sums tied up 
under our control, and that if we are allowed 
to go on, we shall become a dangerous force. 
The remedy suggested, of course, is narrowly 
to limit, or take away trust powers from cor- 
porations. 

Such misrepresentations, if allowed to con- 
tinue unchallenged, are bound to have some 
effect on the public. We can meet this in 
part by having the public understand that 
we are not seeking unnecessary or unneeded 
trusts, and that we advise trusts only when 
some particular protection is needed, or some 
particular purpose meritorious in character, 
is to be carried out—trusts that would be 
proper regardless of whom the trustee might 
be. 

Confusion of Trust Figures 

We could, I think, then overcome whatever 
remains of any misapprehension in the pub- 
lic mind by showing the real situation as to 
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the funds held in trust. There is much con- 
fusion in the figures, or in the understanding 
of the figures, given out as to the amount of 
funds held in trust by the trust institutions. 
Everything that comes into ‘trust depart- 
ments of trust institutions is lumped as 
one big sum, and treated as if it were all 
held in trust, tied up indefinitely, and with- 
held from the uses of commerce and trade. 

The fact that vastly the greater part of 
this whole comes to the trust institutions as 
executor or administrator, and is paid out 
and distributed as rapidly as the estate can 
be settled, and that only a small proportion 
of such estates goes into trusts. is completely 
overlooked, or ignored. That these testamen- 
tary trusts, passing over from the estate. as 
a rule come to an end and are divided out 
within a few years, depending usually upon 
the latter years of some beneficiary, or await- 
ing the majority of infants. ten years being 
a fair average, we know to be true. 

That a very large proportion of voluntary 
trusts are reyocable, permitting the grantor 
to resume title and possession of the entire 
trust at any time, is also true. That many 
of them are virtually agency contracts, the 
srantor retaining the control and direction 
of investments, is again the fact. The amount 
of securities held in corporate and collateral 
trusts is often shown, perhaps for the very 
reason of the impressive aggregate, over 
which as a matter of fact. the trustee has no 
control, except, perhaps, for a limited time 
in case of default. Also, frequently included 
in these alleged trust figures are securities 
held in custody or safekeeping, purely an 
agency or bailee function, with no title or 
use whatsoever in the trust institution. 


How Trust Funds Actually Function 

Eliminating from trust figures all of these 
improperly included factors, the remainder, 
constituting the pure trusts of which the 
trustee is in control, is in reality a small part 
of the whole. In the aggregate of the whole 
country, however, these actual trust funds 
amount to a very considerable sum, although 
compared to the whole wealth of the coun- 
try, an almost negligible part. In its use it 
is one of the most desirable and publie serv- 
ing funds of the entire country. For the 
funds of this class, held by trustees, form 
a reservoir from which money flows into the 
development of railroads, public utilities, 
public works, the building of homes. and the 
needs of the country for long term eapital. 

Trustees do not hold trust funds in 
or deposited in bank, but, controlled as they 
largely are by the trust investment laws of 
the states, invest these trust funds in securi 
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ties of railroad companies, public utility com- 
panies, mortgages on real estate, and bonds 
of the United States Government, the states, 
the counties, the towns and cities, and their 
bond issuing sub-divisions. Where not re- 
stricted by law to investments of the char- 
acter just stated, trustees for the most part 
follow the so-called legal lists of approved 
investments, adding securities of industrials 
and others they consider safe. As all of us 
know, very few stocks are purchased—some 
preferred stocks but very few common stocks 

in these trustee controlled trusts, and but 
very little voting power rests in these trus- 
tees, 

Therefore, it should be evident to any 
thinking man, that these trustees, and these 
trust institutions, do not have or exercise any 
ontrol over those corporations whose bonds 
they buy, or over any state or city in whose 
ecurities they invest. And that these trust 
funds in the hands of trust institutions, in- 
ested as they are, and being constantly and 

mtinuously divided among and turned over 
0 beneficiaries and remaindermen as _ the 

‘usts terminate, constitute no threat or pos- 
ibility of harm to the people of this country. 
et it be known that we discourage the 
establishment of the unneeded or unneces- 
iry trust, and there never will or can be 


any just complaint of wealth in the hands 


of trust institutions. 


Avoiding Over-Statement 

I do feel, however, that we should be care- 
ful in our statements, advertisements and 
publications not to overstate or overempha- 
size the amount of trust funds in the hands 
of trust institutions, or ever to include in 
what will be understood as being real trust 
figures the large amounts of securities held 
in custody or in collateral trusts, and under 
certain forms of trust agreements, but over 
which we exercise no control as an actual 
trustee in the real meaning of the term. Be- 
sides, these figures are of no particular ad- 
vertising value. We get our trust business 
from families and lawyers and business men 
who have seen or experienced the value of 
our services, and not because we have on file 
so many wills, or are administering so many 
trusts or so many estates, or hold so many 
securities, aggregating so many millions of 
dollars. 

There are other lessons revived in our con- 
sciousness through the experiences of this 
depression; such, for instance, as the im- 
portance of promptly liquidating sufficient 
assets to meet taxes, expenses and legacies, 
and not speculating or being induced to 
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speculate by holding; the necessity of edu- 
cating the public to keep their wills in form 
to meet changed conditions; the necessity of 
keeping careful minutes and records of all 
actions with respect to securities in the 
trusts, why they are bought and why they 
are retained. But time forbids, and I should 
say something of the lessons brought home 
to the trustee under corporate mortgages, 
indentures, and security agreements, of 
which there is such a variety. 


How Duties of Trustees Have Multiplied 

The development of the corporate trustee 
was in response to a real need. In selling 
secured bonds, it was found to be vastly more 
convenient to create one document of security 
and to issue participations therein, and then 
to have a perpetual, legal person be the se- 
curity holder rather than an individual, be- 
cause the legal “person” never dies. The 
task of the trustee, the security holder, was 
not to run or interfere with the business of 
the debtor, or to maintain or insure the se- 
curity, but to keep the security and return it 
to the debtor when the loan was paid off, or 
if not paid off, have it available for the 
creditor. The transaction rested really upon 
the credit of the debtor, and the trustee was 
not called upon to take upon itself the man- 
agement of the property or security, except 
as directed in case of default. Ready upon 
default to spring into action on behalf of the 
bondholders, but until default not an active 
participant in the affairs of the debtor. In 
its essence, a really simple function for the 
trustee. 


But today, we find the duties of the trus- 
tee endlessly increased, and minutely de- 
tailed. Thus, it is required under real es- 
tate mortgages automatically to take over 
rents, operate office buildings, theaters and 
hotels. It is required to permit substitutions 
of one security for another, often in huge 
amounts; to release cash and securities for 
various and sometimes limited classes of ex- 
penditures, often difficult to ascertain; to 
pass upon the merits of collateral; upon the 
adequacy of insurance, and upon the sound- 
ness of insurance companies; to see that 
proper depreciation is provided for. 

It is required to pass upon abstract ques- 
tions, such as whether a postponement of a 
dividend constitutes passing of the dividend, 
requiring the sale of the securities involved ; 
actually to determine whether the securities 
of corporations that the trustee had no part 
in buying, maintain a certain investment rat- 
ing or standard, and sell from the trust 
those securities that do not; to issue dupli- 
eates for lost securities, taking the responsi- 
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bility for adequacy of indemnity ; required to 
value collateral, or to ascertain condition of 
debtor, in order to determine whether certain 
ratios of assets to bonds outstanding are 
maintained; and so on, ad infinitum. 

True, in many cases, there is a clause in 
the indenture that says the trustee is not 
responsible for failure to do some of these 
things, or that the trustee may await re- 
quests, or be indemnified. But your lawyer 
will tell you, in many instances, that you 
must act. And then the trustee feels in many 
other cases where it may be legally exempt, 
that it cannot stand by and see security im- 
paired, notwithstanding that exemption, if 
apparently some such authority to act is 
given in the indenture. 


Simplify Elements and Responsibilities of 
Trusteeship 

In the first place, every care ‘possible 
should be exercised at the origination of the 
trust in seeing that the indenture is abso- 
lutely clear and complete. That no necessary 
questions as to the operation of the trust are 
left unanswered, and no loopholes left to be 
taken advantage of under the pressure of 
difficult situations. We must see to it that 
possibilities and transactions that might 
come within the letter of the indenture, but 
not within its spirit, are definitely barred. 
In the next place, we should endeavor to 
hold the indenture to the essential but sim- 
ple, elements of trusteeships, and to avoid 
these dangerous, and so often useless, provi- 
sions that place these soul-racking burdens 
upon the trustee. 


Why should we place ourselves in a posi- 
tion where we must operate office buildings, 


theaters, hotels, and the like, unless we 
would be ready and prepared to take on the 
business as an original proposition, and at 
the meager compensation to be expected for 
services as trustee? Why should we accept 
trusteeships under which we are asked to 
pass upon, and allow, substitutions and ex- 
changes of securities and properties at our 
discretion, and at our risk, with no definite 
rule or formula set up in the indenture? Why 
should we be called upon, or allow ourselves 
to be placed in the position of being called 
upon, to determine whether an electric rail- 
way or a public utility, for instance, shall 
be abandoned, stirring up hostile feeling in 
the community, and laying the foundation 
for ultimate suits by bondholders? 

Why should we be called upon to pass 
upon soundness of insurance companies and 
adequacy of insurance? Why should we per- 
mit our discretion to become involved in the 
elimination of securities from an investmeni 
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set up, when we had nothing whatever to do 
with the selection of the securities, or selling 
the participations, thus really substituting 
ourselves for the management? 

Why should we find ourselves in a position 
under an indenture requiring a certain ratio 
of quick assets to liabilities, where, if we 
get the information that the ratio is below 
requirement, there is nothing we can do with 
it, except to force the corporation, possibly 
solvent, although having less ratio of quick 
assets or securities than required by the 
indenture, into default? Why should we get 
ourselves into this embarrassing situation, 
when we know that the bondholder will 
blame us whatever we do? 


Back to Original Simplicity 

The real truth is, that it had been so long 
since we had experienced any real trouble 
with our trusteeships, that we had forgotten 
that in every one there is that big possibility 
of trouble and loss. We had forgotten that 
we must view each trusteeship, and each 
indenture, from the standpoint of possible 
default, and determine whether our course 
and our responsibilities are clearly laid down 
in the indenture, and are such as we would 
be willing to accept if offered right then and 
there as a business proposition. But we 
know that all of us made mistakes during 


those boom times, and all of us know what 
we have been forced to suffer during this 
depression by reason of those mistakes. 

Now, to my mind, the lesson is that we 
should force these indentures and trustee- 
ships back to some semblance of their orig- 
inal simplicity; that we should point out to 
corporations and their counsel wherein we 
have seen these provisions fail; that we 
should avoid to whatever extent we can the 
placing upon us of the responsibilities of 
management, or the substitution of our judg- 
ment and discretion for that which should 
be exercised by the management. And that 
where we must take on any of these ex- 
traneous duties and responsibilities, see to 
it that the terms and conditions are as clear- 
ly and unambiguously set out as language 
ean make them. 


Duty to Investor 

I feel that we not only owe it to ourselves, 
but to the investor, to have him understand 
that the trustee is not a sort of super-margin 
clerk watching the collateral and selling im- 
mediately if he thinks the principal is en- 
dangered, regardless of the terms of the in- 
denture, that the trustee cannot step in and 
perform the miracle of curing the mistakes 
of the management, and that, after all, he 
must look to the ability of his debtor and 
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the soundness of his collateral for the safety 
of his investment, as do other lenders of 
money. 

We know that, unfortunately, we cannot 
always shape up the business offered us just 
as we would have it, nor can we escape all 
trouble. But we can at least reduce possi- 
bility of trouble to its minimum by examin- 
ing with reasonable thoroughness into the 
business offered us, the financial position of 
the obligor, the earning power of the prop- 
erties, the ability of the management, the 
possibilities of success of the enterprise, and, 
above all, the standing and reputation of the 
principals, before accepting the trusteeship, 
and, if these yarious elements are not satis- 
factory, decline the business. 

I know full well that as trustees we are 
not insurers or guarantors of the securities 
issued, or guardians of the investors, but we 
do want to be able, in case the security 
holder suffers a loss, to look him in the eye, 
and say that through no fault whatever of 
his trustee has he been led into any loss. 


Duty of Trust Men to Each Other 
Should any one of us forget that we are 
not really the sole architects of our own for- 
tunes, but that we have built ours upon the 
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the instruments of all 
who have preceded us? And so with trust 
institutions. Our trust business is not the 
result solely of our own efforts and ability, 
but has been made possible through the pub- 
lic confidence in the corporate fiduciary idea, 
and in trust institutions, brought about by 
the honorable conduct of trust institutions 
over the years. It is a common heritage all 
of us enjoy, and our effort should be to sus- 
tain it, carry it on, and not to defame it or 
destroy it. That is a lesson, the truth of 
which has existed for all time. But I bring 
it to you now, because it is in times of de- 
pression like this that we may be tempted 
to lower our standards and to overlook the 
wrong that may result to others from what 
we do. 

There is one more lesson I believe has 
been learned in this depression, and that one 
has been learned by the public. It is, that 
in good times, and in bad times, when se- 
curities are rising and when securities are 
falling, when values are mounting and specu- 
lation beckons, or when values disappear 
overnight, the best reliance for the protec 
tion of that which has been accumulated, and 
for those for whom it has been accumulated, 
is upon the trust institution, true and tried. 


foundation and with 
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(Epiror’s Note: The advantage of old fashioned principles of banking methods and 
investment is stressed by Mr. Cadman. The application of rules governing investments by 
frustees during the boom in the stock market would have been a force against the ensuing 
crisis. Our people are likely to go to extremes.) 


HE greatest danger which America 

faces today is not the prostration of 

industry, nor is it the collapse of fi- 
nance, nor the increase in unemployment, nor 
the possibility of revolution. It is the break- 
down of our faith in our traditions, our 
ideals, and ourselves. Unless that faith can 
be restored, there is no hope of lasting re- 
covery. The restoration of confidence means 
the reassertion of the standards and _ prin- 
ciples by which our national development has 
been achieved. 

The spectacle of the whole world attempt- 
ing to liquidate its possessions at one time, 
and a very considerable part of them in one 
market, is portentous. The effort had a 
shocking effect on values. Were there gold 
enough in the world to permit the exchange 
of all values into that estimable metal, this 
paradox would straightway emerge; the gold 
would lose value by reason of its abundance— 
and would no longer be desired. But world- 
wide liquidation was actually tried, and the 
attempt ushered in a frantic search for tang- 
ible, portable, and hideable values; which 
search was a symptom of fear, the blind 
unreasoning hysteria that rules men when 
they are afraid. 

When it appears that the world’s mone- 
tary gold supply can be quoted today in 
figures representing less than twelve billion 
dollars, while the national income of the 
United States alone, even in this ill-starred 
year of 1932, will probably be forty-five bil- 
lion, it is obvious that our economic structure 
rests on the foundation of our belief in each 
ther and in the sanctity of our contacts. It 
is again proved that no considerable numbec 
f us can attempt to liquidate at the same 
‘oment without disrupting the entire eco- 
\omie organization. We are compelled to the 
ssumption that our values have meaning 


cnly as long as we believe that our industrial 
organization is a going concern. 

Sooner or later, the phrase is eminently 
safe, this depression will pass and the world 
will return to production, consumption, and 
trade. Human wants, always extensible, 
will assert themselves. Suddenly perhaps 
we will be aware that supplies are low, too 
low to meet our needs; then the march from 
the trough to the crest will begin. But does 
this mean that the world’s business must 
forever be climbing mountains, only to de- 
scend into yalleys? Is there no high plateau 
of stability? Must our business proceed in 
an endless oscillation between activity and 
stagnation, between enthusiasm and despair, 
with the excesses in each direction magnified 
and extended on each successive wave? 

The greatest indictment which the young 
men in business today can bring against the 
past generation of management is to say: 
You witnessed ’S85, ’93, 96, 1903, ’07, °15, ’21! 
Was the recollection of these panics buried 
so deep that the values of experience was 
lost? One is reminded of the passage in the 
Seriptures, which tells how women forget 
the pangs of childbirth for the joy that a 
born into the world. It appears 
business forgets its sorrows quite 
as quickly when profits appear. If busi- 
ness is to survive the increasing severity 
of depressions, it must give heed to experi- 
ence. An upheaval of the magnitude of the 
present disorder cannot be disposed of as 
merely a typical phase of the business cycle. 


son is 
that 


Trust Principles vs. Speculation 
The trust principles of sound banking are 
among the few stabilizing influences in this 
distraught period. The fiduciary relationship 
is the prototype of confidence in human 
affairs. The term is a direct derivative 
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from the Latin fiducia which literally and 
properly translated means Faith. The same 
root appears in our words “confide” and “con- 
fidence.” In the legal vocabulary of your 
profession there is an expression which has 
come over in its entirety from the Latin: 
Cestuis que trustent, anglicized by your at- 
torneys to be pronounced kestee key trust, 
i. e., those who trust the trustee. This pro- 
fession of trusteeship is very old and ex- 
traordinarily exclusive. For many decades 
it has proceeded along the broad highway 
of proven experience. It has been singularly 
free from ‘tthe bemuddling influences of illu- 
sion and fancy. 

The principal words and phrases employed 
by the critics of the profession in the “new 
era” days were, “old fashioned,” “hidebound,” 
“ultra-conservative,” “out of style.’ Such 
criticism fades away under the withering 
blasts of deflation, for strange as it may 
seem in a modern world which holds but 
little in reverence, it is possible to make 
substantial progress by being the last to 
“leave old truths behind.” Investment prin- 
ciples stand out now like Gibraltar in a sea 
of human fear and greed. What, one may 
ask, would a great life insurance company 
do with two million dollars in new money 
to invest every day—if it were not for sound 
and proven investment doctrine? 


Nevertheless, it is a fact that speculation 


is almost a law of life! The hazard begins 
with the pre-natal spark, and it follows us 
to the grave. Every business venture has 
its risk, and there is no wholly riskless em- 
ployment of savings. In a pioneer country 
which has not yet had its 200th birthday 
and in a land as rich in resources as ours, 
the rewards of risk are immense. It has 
been a great game, with a high ante, and 
enormous stakes. Speculation has drained 
our swamps, watered our deserts, dug our 
wells, harnessed our waters and built our 
railroads. 

But the risk bearing enterprise of the 
modern industrial world must be financed by 
the people who can afford to venture. ‘The 
class is not large; it may be divided into 
two groups which are not necessarily ex- 
clusive; those who have sufficient funds to 
sustain heavy losses without serious injury, 
and those who have small funds but who are 
so entirely independent that their losses will 
hurt no one. 

Many trusts, perhaps the great majority, 
have been set up by men who risked superbly 
and won magnificently. Call them gamblers 
if you will! <Aren’t we all? If the super- 
regulators ever try to stop this nation from 
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taking a chance as they tried to stop it from 
taking a drink, they will have to begin by 
-alling in all the coins and minting a new 
issue with tails on both sides. 

But when the trust is established, the 
venturing days are over, so far as the founda- 
tion is concerned. The beneficiaries, be they 
widows, orphans, or incompetents, or be they 
institutions for the peace, the succor or the 
education of mankind, may be presumed to 
be out of the zone of speculation. With the 
great majority of individuals for whom trusts 
are established, continuity of income and 
security of principal are the prime desid- 
erata. For institutions, whether of philan- 
thropy, charity or learning, the same prin- 
ciples obtain. 


Common Stocks as Investments 

In 1924 the theory of common stocks as 
long term investments was proclaimed and 
acclaimed. Born in the days when the seeds 
of the “new era” doctrine had already been 
sown, it based its assertions on the assump- 
tion that “bonds could not participate in the 
growth of the country and that they were 
defenseless against a depreciating currency.” 
The theory had a great vogue, during which 
enormous pressure was brought to bear on 
the trustees of institutions and on the makers 
of trust legislation to shed their venerable 
traditions of conservatism and get on the 
band-wagon of perpetual expansion, the limits 
of which were as remote as the borders of 
the universe. Five fat years followed, dur- 
ing which the fondest dreams of the “new 
era” cult apparently came true; prices soared, 
wages soared, equities soared, call money 
and brokers’ loans soared. Nothing went 
down except the purchasing power of the dol- 
lar; and although the decline of that sen- 
sitive index was precipitate, it passed un- 
heeded in the glamour of prosperity. 


“But the dream departs and the vision 
falls— 

And the sleeper awakes on his pillow 
of stone.” 


Inflation stores up the wind that fans the 
sparks of uncertainty into the flames of 
disaster. Down came the card house; down 
came prices; down came wages; down came 
call money and brokers’ loans; down came 
equities—in fact, everything came down ex- 
cept the purchasing power of the dollar. 
Adversity, panic, ruin for thousands, for- 
lorn hopes for the great majority; then fear, 
abject, unreasoning as it is always, in the 
wake of destruction. Value lost both mean- 
ing and significance. The delicate web of 
human confidence, which had supported 2 
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pyramid of tottering equities, broke and we 
all took part in that pitiful and futile search 
for something which had a semblance of 
real worth. The darkest hour was just one 
year ago when the currency demands of this 
country rose one billion dollars in a month 
that was witnessing two hundred bank fail- 
ures a week. 

How hard it must have been to resist the 
temptations of those glamorous days of 1927- 
28! How much wax is must have taken to 
seal your ears against the siren calls of 
appreciation at the expense of safety. How 
much fortitude to stand by and watch what- 
nots and nobodies building paper fortunes 
out of ephemeral quotations. How trying 
when occasionally one or two by sheer luck 
cashed in and retired to philanthropy, estates, 
and nautical luxuries. How hard it is now 
not to be bitter when your conservative port- 
folios have shrunk with all other values; 
when the best chosen and most nurtured 
issues have followed the decline. 


There was a dramatic touch in the bold 
venturing of a certain great institution which 
bought $60,000,000 worth of American com- 
mon stocks in 1928 and watched them in- 


crease to $95,000,000 in the same year; but 
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the same portfolio today resembles a grave- 
yard. Common stocks must be bought; you 
and I will buy them. A risk-loving, ventur- 
ing pioneer people will take a chance on 
the future of the country as long as it en- 
dures. But a trust is a sacred obligation; 
it serves a designated and defined purpose. 
Wherever that purpose has been intelligently 
and honestly fulfilled by the responsible banks 
of the country, it has been completely vindi- 
eated in the present showing of income 
records. The slump in the market price of 
high grade bonds was due in a large mea- 
sure to anxiety over the stability of money. 
Nor was the fear that led to the heavy liquid- 
ation of good bonds entirely without cause. 
The agitation for inflation and the apparent 
inability of governments to resist this temp- 
tation was not reassuring. 


Pressure on Trustees to Speculate 

It is possible that trust companies could 
have hedged against the hazard of unstable 
money by purchasing equities. But it is 
probable that they would have incurred a 
risk far greater than the money risk, viz: 
the disposition to over-manage the trust. 
The trustee who attempts to take frequent 
profits in a given portfolio may venture far 
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from the charted course. He will find him- 
self in the position of the conservative in- 
vestor who keeps a percentage of his funds 
liquid for “market opportunities,” and then 
finds the “opportunity” in the stock market. 
If he catches a low, the upswing is so allur- 
ing that it carries him away, warps his 
judgment and unsettles his purpose. If he 
yields to short-swing profit-taking, he is lost 
to the fold of investors and the chances are 
one hundred to one that he will join the 
army of traders who play a game which is 
so fascinating and so absorbing that not one 
in a thousand who take part in it do any- 
thing else well. And this is not to say tha: 
being a successful trader is not enough. 

Not long ago a conservative investment 
counsellor was visited by a speculator who 
was making a great play in the cattle mar- 
ket. He had accumulated over 200,000 head 
at panic prices and was grazing them all 
over the State. He said: “I'm giving my 
wife two thousand dollars a month and I 
want you to plan a really sound investment 
program for her so that when, as, and if 
I get cleaned, we'll have something to fall 
back on.”’ In due time the lady arrived with 
a check book and a bank balance of $25,000, 
The counsellor selected a list of absolutely 
high grade, first mortgage, listed bonds— 
earefuly explained diversity, marketability 
and most of all the investment character of 


the program; that was in July. On Septem- 
ber first she arrived with another $2,000. 
When she discovered that her bonds showed 
an average appreciation of seven points, her 
joy was unrestrained, and with fire in her 
eye, she cried: “Oh, let’s sell them at once 
and buy them back when they are cheaper !” 

Over-management in a trust is an invi- 
tation to do the impossible! Short-swing, 
or even medium-swing operations, require 
trading ability which is both rare and dan- 
gerous, as the managers of Investment Trusts 
of the trading variety have learned to their 
chagrin. Even if this ability is present in 
a high degree among trust officers, the danger 
of tinkering is a temptation to which even 
the genius should not be exposed. 

At this moment we are desperately in need 
of faith; faith in our leaders; faith in our 
worthy traditions; faith in ourselves. The 
ten million unemployed are a_ gigantic in- 
dictment of our age and our economy. Re- 
covery will be attended by a great shifting 
of capital. There will be on the part of 
many thoughtful investors a new testing 
and choosing, both of enterprise and of 
management. If the upswing gains momen- 
tum quickly there may be another period of 
ill-restrained speculation; another cycle of 
accumulation and distribution will set in 
and will run its course. The tragedies of 
these trying times will live only on the 
charts and curves which portray the history 
of past financial experience. The “new era” 
prophets will again walk abroad. 

3ut our business, our finance, our govern- 
ment cannot endure without principles and 
standards. They are the ideals which give 
purpose to our efforts and direction to our 
march. Someone must safeguard these 
standards and, in the financial world, the 
trust companies can be, and must be, the 
defenders of principle. The sound practices 
which have kept your ships of trust in the 
deep waters of security—will endure—and 
in the end will bring all and only that which 
reasonable investment may expect: a con- 
tinuing income at a rate slightly above the 
riskless rental price of capital, together with 
a maintained and protected principle, im- 
mune to the hazards of the adventures which 
created it. 


In a list of over four hundred millionaire 
life insurance policyholders, published in the 
anniversary issue of the Spectator, insurance 
journal, several prominent bankers are noted, 
including Charles Mitchell, chairman of the 
National City Bank of New York, and Walter 
Kasten, president of the First Wisconsin Na- 
tional Bank of Milwaukee, 
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As easy to buy as 
a cup of coffee 


In virtually every American 
community, you will find public 
telephones. The Bell System pro- 
vides 300,000 of these convenient 
stations, a total larger than that 
of all restaurants, hotels, lunch 
rooms and soda fountains put to- 
gether. It is literally easier to buy a 


telephone call than a cup of coffee. 


Making telephone service con- 
venient is important. People in 


their homes and places of work, 


as well as in public places, thus 
grow accustomed to this modern 
means of communicaiion. 

Convenience, reliability, econ- 
omy, speed. . . these are the solid 
values which telephone service 
offers. By developing these values, 
the Bell System is carrying out its 
responsibility to investor as well 
as user. 

May we send you a copy of our 
booklet, ‘‘Some Financial Facts’’ ? 


BELL TELEPHONE 
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FINANCING OF PUBLIC UTILITIES 


IMPORTANCE OF OUR PUBLIC UTILITIES AND THE 
SAFETY OF INVESTMENTS IN THEIR SECURITIES 


W. C. MULLENDORE 
Executive Vice-president, Southern California Edison Company, Ltd., Los Angeles, California 


(Epiror’s Note: 


In view of the present political discussion regarding the control 


of public utility companies, the following from the address of Mr. Mullendore, before the 
Trust Division of the American Bankers Association at the annual meeting in Los Angeles, 


is instructive. 


public utility securities as safe investments.) 


S CUSTODIANS and investors of 
trust funds, you are interested in the 
great basic industries of your country. 
Prominent amongst these basic industries is 
that of the electric utilities, with its invest- 
ment of twelve billion dollars and normal 
annual new capital requirements of at least 
half a billion. And while I have no dele- 
gated authority to represent this industry, 
I am glad to give you such benefit as you 
may derive from my views in answer to 
some of the questions which you would wish 
to ask with respect to this industry as a 
place in which to invest funds, in the in- 
vestment of which safety is a prime requisite. 
For those who demand a yardstick, we can 
only that there seems to be general 
agreement today that fifty per cent is a 
conservative bond ratio in the electric utility 
industry, and that a ten or even twenty 
per cent higher ratio may be justified under 
proper conditions. In my own company we 
have a bond ratio of only a little more than 
forty per cent, and we consider that to be 
ultra-conservative. 


say 


Topic: Tests for Safe Utility Securities 

You are interested in an answer to the ques- 
tion: “Whatdoyouthink of electric utility 
securities as safe investments?’ There are 
a few familiar tests which offer themselves 
when the merits of any business are being 
measured. Some of these are: What is the 
market for the product, present and pros- 
pective? What are the threats from compe- 
tition, and the forees of substitution and 
obsolescense, and what provision has been 
made to meet them? What is the public 
attitude toward you and your business and 
does it exhibit a tendency toward change, 
either favorably or adversely? While we 
have not time to exhaustively consider these 


Trust companies will be especially interested in the important subject of 


questions, we may hit a few of the more 
important points. 


The electric utilities are in the business 
of producing and marketing an _ essential 
service, which, in some form or other is used 
by everyone. They reach more homes than 
any other American institution except the 
Post Office. For every unit of electricity 
which we buy and pay for in our homes, we 
are responsible for the consumption of sev- 
eral other units which we use indirectly 
either in manufactured goods produced with 
the aid of electric energy, in riding in ele- 
vators and street cars, in using illuminated 
streets or in a thousand other daily activities. 
The electrical market is such a fundamental 
thing that your statistically minded person 
can observe a man walking down the street 
and say: “There goes an outlet for 256.73 
kilowatt-hours annually.” The same. sta- 
tistically inclined individual can make quick 
appraisals with surprising accuracy when he 
sees a new house, store, factory, office build- 
ing, school or church. Each may be inter- 
preted in its function as a consumer of 
electricity. 

How near to the saturation point is the 
market for electric service? We can answer 
that question only when we know how near 
to complete fulfillment are the wants of 
mankind. Because electricity is the perfect 
servant of mankind. It is controlled energy 
—energy under such perfect and complete 
control that it can perform tasks ranging 
from the most delicate to the most arduous 
—from the infinitesimal energy required to 
operate the photo-electric cell to that re- 
quired for the steel furnace or the electric 
crane. Here at last we have a servant which, 
in response to the mere waving of the hand 
or the pushing of a button, will either move 
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a mountain or detect a wisp of smoke in- 
visible to the human eye. For such a servant 
the demand is unlimited. And the services 
of this servant may be acquired for such 
an insignificant sum that we cannot afford 
to do without them. At the rate prevailing 
on the more favorably located electric sys- 
tems, the equivalent of a man’s energy for 
one day may be secured for 14%c. A great 
labor-saving device like the domestic washing 
machine will do all the work required of it 
for a pittance ranging between eight and 
ten cents a month. The price of a morning 
paper will operate an electric fan for one 
hundred hours. The price of a package of 
cigarettes will clean the rugs for six months. 
and the price of two theatre tickets for just 
an ordinary show will operate an electric 
clock for fifty years. 


Interesting Statistics 
Whether you like statistics or not, I ask 
your attention to some others that are basic 
if you are interested in electric utility in- 


During the 12 months ended 
the electric utility industry 
furnished to a total of 24,295,000 customers 
in almost 20 million homes, on more than 
700,000 farms, and in more than four and 
one-quarter million factories, commercial and 
industrial establishments, approximately 6s,- 


vestments. 
June 30, 19382, 
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113,000,000 kilowatt-hours. Measured in terms 
of man-energy, as roughly computed by the 
measurement commonly accepted, this energy 
was equivalent to more than 68 billion man- 
days, or to the energy of 226,666,000 men 
working an average of 300 full time days 
during the year. Seventy per cent of all 
the homes, more than ten per cent of the 
farms, and almost eighty per cent of the 
factories and commercial establishments of 
the United States, used a portion of this 
energy. 

Now from your standpoint the interesting 
question is: What did these 24,295,000 cus- 
tomers, using this electric energy for all the 
diversified which it performs in the 
homes, the hotels, hospitals, the stores and 
factories, in illuminating the tens of thous- 
ands of miles of streets and highways— 
what was paid to the utilities as the gross 
bill for all this service? The domestic con- 
sumers paid an average monthly bill of $2.79: 
but the total bill of all customers, the gross 
receipts of the utilities for the entire service 
to all approximated  $1,914,000,000, 
from which the utilities paid $210,000,000 
in taxes, the return on the $12,000,000,000 
of capital investment required to furnish the 
service, and a wage Dill to about 275,000 
employees of 


tasks 


users, 


about $425,000,000. But we 
can get a proper conception of this bill only 
when we find that it was 
million dollars than the American people 
spent in 1930 for smoking, and some S00 
million dollars than they spent upon 
drinks and narcotics. It was less than one- 
sixth of the total tax bill of the country. 
These figures of revenue should be kept in 
mind when we hear the charge that the 
electric industry is over-charging the Am- 
erican people. 


less by several 


less 


In the light of these figures, it seems rea- 
sonable to conclude that insofar as the mar- 
ket for electric service is dependent upon its 
value as compared with its cost, that market 
should be an expanding one. That the value 
of the service is greater than its cost has 
been demonstrated by the fact that during 
the past several months the use of electricity 
for domestic purposes has continued to in- 
crease. 

Politics and Electrical Power 

We must not, ostrich-like, stick our heads 
in the sand and refuse to see that the elec- 
trical industry is one of the favorite footballs 
of politics, and that it is likely to remain 
such so long as it is dealing with a large 
majority of the people of the United States 
whose interest can be aroused by vote-seek 


ers who assert that they are being mis 
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treated by their utilities. We have the ex- 
ample of the constant attack upon the rail- 
roads, of their resulting entanglement in a 
too rigorous regulation, of the government 
operations during the war with all of its 
painful results. We are aware of the con- 
cern of the investors of some of our most 
important trust funds, involving the happi- 
ness of millions of people, as to the plight of 
the railroads, whose hands have been tied 
while government and other competition re- 
duced them to their present uncertain state. 
We now see the bewilderment of those agi- 
tators whose handiwork this condition is, and 
who now attempt to disclaim responsibility 
as they turn their attention to the strangula- 
tion of another possible victim. 

When we closely examine this so-called 
power issue of power menace, we find that 
it is based not so much upon tangible points 
of criticism as upon veiled, indirect and in- 
ferential charges which appeal to the emo- 
tions rather than to the reason. There is 
talk of the danger of the monopoly of water- 
power resources belonging to the people. 
Attempt is made to conjure up a vision of 
a great people enslaved and subjected to the 
toll of “selfish greed” because the principal 
Source of electric energy has passed under 
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the domination of ‘a conscienceless few.” 
No mention is made of the facts that less 
than one-third of the electric energy dis- 
tributed by the utilities of the country comes 
from water power; that its importance as a 
source of power is rapidly dwindling; that 
most of the water power sites are in fact 
retained in the ownership of the Govern- 
ment and only leased to the utilities which 
have been given the privilege of spending 
hundreds of millions of dollars upon their 
development; and that there is no mad 
scramble for further opportunities in this 
direction. 
False Critics 

We have recently heard something of a 
handful of suggestions for the reformation of 
the electric utilities, which are advanced as 
the eight great discoveries of 1932. In Cali- 
fornia where we have no appreciable inter- 
state transmission of power, where we have 
had the prudent investment as contrasted 
with the reproduction cost theory as a rate 
base for many years and where full publicity 
is given to all investment, financial and earn- 
ings statements of the electric utilities, we 
have been unable to credit this political 
program as containing new principles. One 
of the eight points, however, greatly interests 
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us. That is the one calling for legislation 
making it a crime to publish or circulate false 
or deceptive matter relating to public util- 
ities. We wonder if we dare hope for its 
enactment. If so, we can forsee a great 
scurrying toward the tall timber of some 
very prominent and vociferous detractors of 
the utilities. 

Despite the lack of substance in most 
criticisms, we cannot ignore the ammunition 
which has been furnished to these critics 
by the spectacular failures of some prominent 
organizations which were connected with the 
electric utility industry through investment 
in utility securities. These failures, and par- 
ticularly the Insull debacle, have been seized 
upon as justification for all the charges made 
against the electric utilities, whether as to 
rates or monopoly abuse, or bad financing. 
For years in the future, we may expect all 
tirades as to the threats against the public 
interest from the power business to be il- 
lustrated by the fact that millions of dollars 
were lost by those who invested in these 
widely distributed securities. We may be 
sure that the critics will not distinguish be- 
tween the operating utilities and the security 
companies dealing in some portion of the 
operating companies’ securities. As a mat- 
ter of fact, the organizations which have 
been struck by calamity have dealt much 
more in security issues than in kilowatts— 
in the realm of finance than in that of utility 
operation. That it is the investor and not 
the rate-payer who must suffer from these 
mistakes will not be made clear to utility 
customers who are being bombarded with 
assertions that their local utility is charging 
too much—unless all of us who know assist 
in combating their misrepresentations. 


Responsibility of Trustees 

This leads to the question of your res- 
ponsibility in utility financing as investors 
and managers of trust funds, and as advisers 
to other investors. With full knowledge that 
I am now venturing upon the dangerous field 
of advising others with respect to their busi- 
ness, may I suggest that we have a mutual 
responsibility in maintaining the confidence 
of the public in utility securities. 

We are in this country showing a tendency 
toward popular, as distinguished from polit- 
ical, ownership, through the wide distribu- 
tion of the shares of basic industries. Such 
a tendency is in accord with and in sup- 
port of fundamental American _institu- 
tions. It leads to an intelligent interest 
in the practices and conduct of these in- 
dustries. The investors in public utilities 
are the substantial people of the community. 
Notice that I said substantial, and not 
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wealthy. They are the “home-folks” the kind 
who are sometimes called the “salt of the 
earth.” ‘They do not talk much about their 
private opinions. But we should not be 
misled into believing that they constitute 
only a minority. 

It is the duty of utility managers who 
have these customer-owners and others as 
their stockholders, to keep them informed as 
to the progress and problems of their utility. 
The 127,000 stockholders of the Southern 
California Edison Company are given not 
only concise and pertinent information as to 
their company’s affairs with each dividend 
check, but they are given annually a very 
full and complete report of all the aspects 
of the company’s business, with a full ex- 
planation of the extent of the business and 
the prospects and problems of the future. 
The management recognizes that they are 
trustees of the properties of the company 
for these owners and the customers, and that 
these owners should accept the responsibil- 
ities which accompany ownership. But these 
responsibilities cannot be shared without the 
understanding which comes from the in- 
formation sent out by their managers. 

Now your responsibility as investors does 
not cease with the investment. While as 
bondholders you are not so much concerned 
with management as are stockholders, you are 
nevertheless charged with the responsibility 
of protecting the integrity of the investments 
you have made. Hence, so far as it is within 
your power, you must, if you are to do your 
full duty, assist in the protection against 
sabotage of the property in which you have 
an interest, whether that sabotage be directed 
against physical property, or the equally 
important property designated as public good 
will and confidence. If it be urged that you 
are not interested in investing in an industry 
which entails such responsibilities and which 
is threatened with government competition 
and unfair treatment by the politically mind- 
ed, the answer is that you will go far and 
search long to find an investment free from 
these risks. 220 


Remington-Rand, Ine. announces a group 
insurance program for employees involving 
about $2,000,000, underwritten by the Metro- 
politan Life Insurance Company. Concur- 
rently, increases in payroll have followed the 
reopening of eight of its major plants. 


The First National Bank & Trust Company 
of New Haven, Conn. holder of national bank 
charter number two, reports total resources 
in excess of 30 million dollars, of which de- 
posits account for $23,790,306 and capital, 
surplus and profits $2,734,561. 
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SAFE DEPOSIT & TRUST COMPANY OF 
BALTIMORE ADMINISTERING 
REYNOLDS TRUST FUND 

Information as to the provisions of the 
trust agreement executed by the tobacco mag- 
nate for the benefit of his children, throws 
interesting light on the distribution of that 
part of the estate of which his son, the late 
Smith Reynolds, would have received con- 
trol had he lived eight years longer. Smith 
Reynolds was beneficiary of the income from 
one-quarter of the $60,000,000 trust fund 
created in the will of his father, the princi- 
pal of which vests in the children of Smith 
“living at the time of his death.’”’ This makes 
Ann Cannon, two-year-old daughter by his 
first marriage, the sole heir, unless a child 
is born to his second wife, Libby Holman, by 
next April. In this event the child of Libby 
Holman would share equally with the child 
of his first wife in the $15,000,000 estate. 

No provision was made for possible wives 
of his children by the elder Reynolds, and 
thus the only recourse for Libby Holman 
Reynolds is to her dower right to one-third 
of her late husband's personal property which 
amounted to less than $150,000. The matter 
is further complicated by the settlement of 
a $1,000,000 trust fund on the first wife at 
the time of her divorce, in lieu of any claims 
by herself or daughter to his estate. It is 
probable, however, that the courts will not 
find this renouncement binding on the daugh- 
ter, Ann Cannon, as the title vested in her 
during minority, subject to divestment of 
half in the event of an after-born child of 
the second Mrs. Reynolds. 

Meantime the Safe Deposit & Trust Com- 
pany of Baltimore is safeguarding the in- 
terests of the third generation in accordance 
with the wishes of the founder of the trust 
fund. 


RALPH C. TAYLOR 

Ralph C. Taylor, trust officer of the Title 
Guarantee & Trust Company and son-in-law 
of Chief Judge Cuthbert Pound of the New 
York State Court of Appeals, died recently 
at his home in White Plains. Mr. Taylor was 
prominent in local civic and church work. A 
graduate of Yale University, he studied law 
before entering banking, serving in the navy 
during the World War. 


The election of Edward C. Stokes, former 
governor of New Jersey, to the presidency of 
the First Mechanics National Bank of Tren- 
ton, N. J. has been announced by the board 
of directors. 
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INTERESTING MUNICIPAL REPORT 

The Village of Scarsdale, N. Y., which at- 
tracted public attention last April by issu- 
ing a composite financial statement for the 
village, town and school district, in connec- 
tion with the sale of $591,000 village and 
school bonds at that time, has again placed 
before municipal buyers an unusual type of 
financial report in connection with $749,000 
school bonds to be sold October 31st. The 
present report is comparable in form to the 
letter of a public utility or industrial cor- 
poration president, on the basis of which 
investment bankers offer corporation bonds. 

Philip W. Russell, president of the Board 
of Education made public the report of the 
school district, which is believed to be the 
first of its kind ever issued by a school dis- 
trict or similar body. 

“We believe that municipal bond buyers 
are entitled to just as much information as 
purchasers of corporation bonds,” said Mr. 
Russell. “Such information as is generally 


furnished by a municipality or district in 
connection with its bonds is for the most part 
sadly lacking in details.” 


SUPREME COURT TO RULE ON 
TAX CASE 

A lawsuit affecting the Federal and New 
York State estate tax laws will be argued in 
the Supreme Court in the case of the Third 
National Bank of Springfield, Mass., executor 
of the will of Frederick Harris. 

The question is whether the 1924 revenue 
law is unconstitutional in requiring inclu- 
sion in the gross estate of the value of prop- 
erty held by a decedent and his wife under 
tenancy created in the entirety before the 
1916 revenue act became effective. 

In 1915 Mr. Harris transferred through a 
third party certain personal property to him- 
self and his wife as tenants by the entirety. 
No part of the property was contributed by 
Mrs. Harris. Mr. Harris died in February, 
1926, and the collector of internal revenue 
assessed a deficiency tax of $52,561 under the 
1924 act, executors paying under protest. 

The New York State taxes are brought into 
the case through a brief filed as a friend of 
the court by executors of the estate of Robert 
Weiden, who died January 9, 1931. The 
Treasury Department and the New York 
State commission included in the assets sub- 
ject to the estate tax certain real property 
worth $120,000 which had been owned by Mr. 
and Mrs. Robert Weiden as tenants in the 
entirety. These tenancies by the entirets 
were acquired between 1893 and 1908. 
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FRANKLIN W. GANSE AND WALTER I. 
KING COMBINE IN A NEW ESTATE 
PROTECTION ORGANIZATION 
The Ganse-King Estate Service is the con- 
tinuation and enlargement of the Ganse Es- 
tate Protection Service founded in Boston in 
1925 by Franklin W. Ganse. The work has 
grown so rapidly in recent years that Mr. 
Ganse has enlarged his organization to meet 
present day conditions, and invited Walter I. 
King of Hartford, Connecticut, to join him 

in further developing the service. 

Mr. Ganse is one of the country’s outstand- 
ing authorities on tax matters, and the use 
of business agreements, wills, trusts and life 
insurance in conserving estates, He is chair- 
man of the Committee on Cooperation with 
Trust Officers of the National Association of 
Life Underwriters, is president of the Boston 
Life Insurance Trust Council and a member 
of the Boston Chamber of Commerce Commit- 
tee on Taxation. A lawyer by training, and 
author of many recognized books on the sub- 
jects involved, he has by desire spent many 
years in developing this estate protection 
work. Mr. King is an actuary by training, 
a Fellow of the Actuarial Society of Amer- 
ica; of the American Institute of Actuaries 
and the Casualty Actuarial Society of Amer- 
ica. 

Mr. Ganse and Mr. King have brought to- 
gether, not only the legally trained and ac- 
tuarially trained minds, but also the execu- 
tive and sales experience of two well known 
men in the insurance business. This com- 
bination offers a combined training of un- 
usual value to help men solve their estate 
and insurance problems, especially in these 
troublesome times, 

There is a strong belief among leading life 
underwriters, trust officers and many law- 
yers that the specific service which gener- 
ally has come to be known as “estate protec- 
tion” is more and more needed and should be 
definitely performed for every estate of sub- 
stantial size. The shrinkages in estate val- 
ues upon the death of the owner, espe ially 
under the present very high estate and in- 
heritance taxes, make it important to give 
that matter special consideration. 

Messrs. Ganse and King, in connection with 
an estimate of taxes and expenses on an es- 
tate as now constituted, usually point out 
the phases which should have special con- 
sideration. These may involve wills, trusts, 
life insurance, taxation or special estate in- 
terests like partnership and close corpora- 
tion holdings, copyrights, patents, leaseholds 
It is their claim that practically no estate 
cf substantial size where such a check-up has 
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not been properly made, can be analyzed and 
reported on without material additions to the 
value of the estate through the elimination 
of unnecessary expenses. 


FOSTER ELECTED CHAIRMAN OF TRUST 
DEVELOPMENT SECTION, F. A. A. 

A. Key Foster, assistant trust officer, Bir- 
mingham Trust & Savings Company, has been 
elected chairman of the trust development 
section, Financial Advertisers Association, at 
the annual convention held recently in Chi- 
cago. Mr. Foster’s election followed a talk 
upon the subject, “Best Methods of Securing 
Business from Wealthy Women.” 

As chairman of this section, Foster will 
supervise its general activities; appoint an 
executive committee; assist in arranging de- 
tails of the 1933 convention in New York 
City; and supervise the editing of the trust 
development section of the monthly F. A. A. 
“Bulletin.” Mr. Foster spent his childhood 
in Troy, Alabama, attended the University of 
Alabama, and Harvard. He started his busi- 
ness eareer with the practice of law, but 
gave this up in 1925 to become associated 
with the Birmingham Trust. He is the son 
of Judge A. B. Foster, an associate justice 
of the Alabama Supreme Court. 


A. KEY FOSTER 


Assistant Trust Officer, Birmingham Trust and Savings 
Company, who has been elected Chairman of the Trust 
Development Section of the F. A. A. 
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Corporations CAN have souls 
and hard heads too 


ONE example of the typical American corporation’s fairness is the 
spread of employee pension plans. Yet in taking so progressive a 
step the corporation should use hard-headed business sense and keep 
cost at a minimum, 


A pension is, of course, a form of life annuity. It is akin to life 
insurance in that it is based on the average duration of life. Proper 
planning demands the same actuarial science which has been developed 
through three generations of experience by insurance companies. 


Without obligation you may secure helpful information on this 
subject. Learn how the insurance company will guarantee the 
safety of the pension reserve funds and the adequacy of their yield. 
In addition it handles all details incidental to the investment of the 
funds, computes rates of contribution by employer and employee, 
disburses periodical payments to pensioners, pays death benefits, 
makes refunds for terminations and withdrawals, and is responsible 
for many related matters. 


An inquiry will bring to you some useful data prepared by a 
company which has pioneered in this field. 


THE EQUITABLE 
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LIFE ASSURANCE 


SECURITY — PEACE OF MIND 


SOCIETY 


MUTUAL — COOPERATIVE 


0] Sa a | i Oe 


NATION-WIDE SERVICE 


Address Thomas I. Parkinson, President, THE 
EQUITABLE, 393 Seventh Ave., New York, N.Y. 
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SUPERVISION OF REAL ESTATE LOANS 
THE IMPORTANCE OF PERSONAL EFFORT IN 
ASSISTING MORTGAGORS 


JOHN T. COOPER 
Vice-president, Security-First National Bank, Los Angeles, California 


(Eprror’s Note: The problem of collecting interest, of attending to the payment of 
taxes, and of granting extensions of mortgages has become exceedingly difficult. Mr. Cooper, 
in his address before the Tenth Regional Trust Conference in Los Angeles, has contributed 
many helpful suggestions to those who are facing the problem. His methods in dealing with 
hard pressed mortgagors are practical and at the same time human and kindly.) 


HE investment secured by a loan on 

real estate is, of course, one of our 

very oldest forms of employment for 
the use of surplus funds. It has in large 
measure, as the years have gone by, weath- 
ered the storms of our previous crises. Even 
though there have been periods, both in the 
United States and abroad, when it became 
necessary to foreclose on real estate invest- 
ments, in general the reputation of this type 
of paper has remained good. 

Unfortunately, our present period of de- 
pression has exceeded all others in duration, 
and has set up unusual records in other di- 
rections. Stock prices, as we know, forged 
ahead of all reasonable limits of actual value, 
and one of the phases of the boom period for 
the years preceding 1929 was reflected in the 
tremendous increase in the volume of al- 
legedly safe and conservative mortgage paper 
which was offered to the public. The con- 
tinued demand of the general public for 
mortgage investments, or for bonds and other 
forms of security based entirely on real es- 
tate collateral, appeared to be insatiable, and 
it is therefore not difficult to understand why 
the mortgage brokers and mortgage bond 
houses continued to load up their shelves. 

No excuses need be made and no apologies 
should ‘be offered for the unhealthy type of 
real estate security offered to the public by 
certain individuals and some financial insti- 
tutions not over-scrupulous. Substantial 
losses have been taken, and doubtless more 
corporate and individual statements. will 
have to be rewritten on an adjusted basis in 
the future, with proper allowance for actual 
present values. Naturally, a period of heavy 
liquidation, such as that through which we 
have been passing, has had its effect on both 


healthy and unhealthy securities. In this 
connection it has been borne in upon those 
of us who believed that our own real estate 
paper had ‘been carefully selected and was 
not in the inflated value class, that even wtih 
the best of care in acquiring our portfolios, 
many individual investments were found to 
be growing somewhat weak, and were in need 
of and still need the best of our attention. 

It has become increasingly evident that it 
is not possible simply to send out first and 
second notices to delinquent borrowers, and 
thereafter accept their bald statements that 
they are unable to pay their interest, taxes, 
street assessments or principal payments, as 
the case may be. As a matter of fact, when- 
ever two current items chargeable against a 
real estate loan become delinquent, it is prac- 
tically an automatic notice that the owner 
is in difficulties, and, might we not say, that 
when two such items develop, say an over- 
due interest payment and an overdue tax 
payment, or a tax payment plus a street as- 
sessment lien, we are perhaps negligent in 
our supervision if we do not immediately call 
in the property owner and discuss the situa- 
tion with him personally. 

In former years when a Situation of this 
kind developed it was usually possible to 
achieve results by the threat of foreclosure, 
resulting in the individual refinancing else- 
where or selling the property, or, in some- 
what rare cases, by actual foreclosure and 
subsequent sale of the property at a price 
sufficient to liquidate the entire claim, or at 
such a price as would necessitate only a 
nominal loss. Sources for refinancing, as we 
know, have been practically non-existent, and 
a policy of enforced sales has been equally 
non-productive of results, and will probably 
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continue to be non-productive until such time 
as our American public is again willing to 
place its fund in lands and buildings. 


Sympathetic Cooperation 


In the case of our own institution, and we 
believe that a similar condition exists with 
many other institutions of like character, 
we find that a policy of sympathetic and 
intelligent cooperation with the distressed 
real estate owner has been productive of very 
satisfactory results in many, many cases. 
We use the word “intelligent” advisedly, in 
that very often a set-up develops which re- 
quires the employment of the best brains in 
the institution before reaching a decision 
that may be fair to both sides. 


And just here it should be said that while 
we may allow all due credit to. our office 
clerks and junior officers, we have found it 
increasingly useful that the situation be dis- 
cussed by one of the senior officers in the 
real estate loan department. Such senior 
officer is naturally in a better position to 
impress upon the debtor a sense of his per- 
sonal obligation, which he should recognize. 
In far too many cases such a sense of per- 
sonal obligation on the part of makers of 
notes has never actually been realized. In 
too many cases the owner of the property has 
gone calmly forward, figuring to himself that 
he need not bother particularly about the 
obligation, inasmuch as the lending institu- 
tion is already secured and should be quite 
content with such security. 

Some real estate money lending institutions 
in past years have required personal state- 
ments from borrowers, while other institu- 
tions have not seen fit to do this, relying al- 
most entirely on the collateral itself and on 
their appraisement thereof, either of which 
should have included, and doubtful did in- 
clude a memorandum relating to the revenue 
from the property, and a statement of taxes, 
assessments, ete., chargeable to the realty. 

Recent real estate loan history has all too 
often proven that leases may fail, and that 
apparently the best of tenants may weaken 
and disappear. One unfortunate develop- 
ment in this connection has been the frequent 
default in leases, with the owner of the prop- 
erty finding himself renting to a subsidiary 
of a supposedly reputable corporation upon 
whose worth he has been relying. Too late 
he has wakened to the fact that the sub- 
sidiary has been thoroughly “milked,” and 
he has had to sit by and helplessly allow the 
subsidiary to go into bankruptcy and see his 
property surrendered to him without a ten- 
ant. 
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Developments along this and other lines 
have convinced us that whenever weakness 
begins to appear in our real estate loans, 
prompt contact should be made with the 
owner of the property in question, and a 
thorough investigation pursued toward the 
acquiring of pertinent collateral facts. Effort 
should be made to obtain from the owner 
a complete personal statement of his affairs, 
similar in every respect to the type of state- 
ment that would be demanded were he seek- 
ing a commercial loan, or, if a statement is 
already on file, it should be brought down 
to date. Perusal of the facts submitted will 
many times disclose that other clear property 
is available which may be added as addi- 
tional security, if this should be necessary. 
An inspection of the rental schedule of the 
property involved may develop situations in 
which the advice of the bank or leading in- 
stitutions may be useful. For example, we 
have found in certain cases that a reasonable 
reduction in rent urged upon an otherwise 
stiff-necked landlord may result in his re- 
tention of his tenants at a sufficient rate to 
service the loan, even though such rental at 
the moment may be highly distasteful to the 
owner. Again, if it is found that the owner 
of the property is relying entirely upon rents 
from the holding in question, and that these 
rents may not be quite sufficient to pay taxes 
and carry the loan along at the stipulated 
rate, it may be necessary to adjust this rate 
for the time being back to 5 per cent or 3 
per cent, or an even lower rate, as the case 
may warrant, rather than to foreclose on the 
realty, thereby adding to the “Other Real 
Estate Account.” 


Rate of Return 


While dealing with this question of rate of 
return on real estate loan security, we must 
admit with reference to many real estate 
loans made for the account of our trusts that 
competition among ourselves, plus the desire 
of beneficiaries under the trusts to receive a 
higher rate of return, has forced us in the 
past to look perhaps a little too favorably on 
paper which offered 6% per cent or 7 per 
cent, when a lesser amount loaned, carrying 
perhaps a return of somewhat less upon the 
security offered would have been better for 
all concerned, including the borrower, even 
though the rate of return to the trust bene- 
ficiary would have been from % to 1 per 
cent less. 

A general rule which might perhaps be 
applied to the rate of return on funds han- 
dled for trust beneficiaries might be set up 
as follows: That the supervising institution 
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MOST for the LEAST 


HE Lawyers Mortgage ree vy has 
been jis lanes continuously for 38 
ears because—like any truly successful 
linattent renders a valuable service 
for a moderate charge. 


This service consists in furnishing the 
experience and judgment to select good 
mortgages, in paying our investors their 
interest the day it is due, in attending to 
all details during the life of the mortgage, 


and in guaranteeing the payment of every 
mortgage held by our clients. This ser- 
vice, for which the Lawyers Mortgage 
Company receives 14% per annum as a 
Guarantee Premium, is the most favor- 
able contract issued to investors in any 


financial field. 


We offer Guaranteed Mortgages and Cer- 
tificates to net 544% guaranteed. You may 
begin with $100 or more. 


LAWYERS MORTGAGE 


COMPANY 
Capital and Surplus $22,000,000 Richard M. Hurd, President 
345 Madison Avenue, at 44th Street, New York City 


Branch Offices: 





should only attempt to collect and the trust 
beneficiary should be satisfied with a rate 
of return approximately equal to the average 
rate of return secured by the bank or trust 
company itself upon its own general time 
investments. It is hard to conceive how any 
real criticism could be offered against such 
a policy if it were properly explained in ad- 
vance to the beneficiary. 

The Effectiveness of Personal Contact 

It has been the experience of our own in- 
stitution that personal contact with the prop- 
erty owners and careful study of their in- 
dividual problems has in many, many cases 
been extraordinarily beneficial. Too often 
we have found that the family living ex- 
penses have been continued into the new 
era without change; three automobiles in 
a family, where one would be sufficient; three 
servants retained, when one would suffice 
for the time being. Rental of apartment still 
being paid, say $450 per month, when a mod- 
est flat at $125 would enable the family to 
carry on until better times. In many cases 
heads of families have hesitated to bring 
these facts to the attention of the family 
group, with the result that the family unit 
has continued to live beyond its means, while 
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the very house in which they live is about 
to pass out from under their control. Frank 
discussions of such matters have brought re- 
sults in practically all cases. 

In other instances, personal contacts have 
brought to light the fact that the property 
owner has been foolishly supporting second 
or third mortgages on other properties, or 
has been carrying on with payments on con- 
tracts on other realty, automobiles, ete., when 
a very cursory analysis upon his part should 
have proven to him that these payments were 
being absolutely frittered away, and that 
he could buy, perhaps, a lot across the street 
from the one on which he has been paying 
installments for less than half of the balance 
still due on his own lot. 


Another set of circumstances quite often 
developed by the personal contact method is 
as follows: We find an individual debtor 
falling behind in his obligations. A review 
of the original appraisal of the property with 
a subsequent re-appraisal based on today’s 
prices, reveals the fact that the real estate 
loan is still reasonably modest. After an in- 
vestigation of the entire circumstances of the 
individual’s worth and his ability to make up 
the delinquent payments, we find it is pos 
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sible to suggest to him a renewal of his obli- 
gation by taking new paper including the 
original debt, plus his delinquencies, thereby 
starting him out anew. Debtors often become 
discouraged by frequent check-ups and de- 
mands for payment in full, but if given an 
opportunity to start over, the psychological 
effect in many cases is remarkable, particu- 
larly if the lending institution is willing to 
earry on by taking small installment pay- 
ments from time to time until the individual 
debtor regains his personal and financial con- 
fidence and independence. 


Installment Loans 

This brings us by a circuitous route to the 
general question of installment loans. Shall 
we say that it has been conclusively demon- 
strated that the installment loan on some 
reasonable basis is absolutely the safest, if 
not the only type of real estate loan that 
should be considered by our banks and trust 
companies now and in the future. 

How many times in recent months have 
our loaning officials been reproached by cus- 
tomers with the remark that we should have 
asked the borrowers during good times to 
pay something from time to time on their 
loans so that they would now be in better 
shape to carry on, and also would have 
saved the money paid during the good years. 
Of course many of these debtors would prob- 
ably have been loudest in their protests in 
the past against such installments, but this 
does not change the facts. 

In the matter of handling paper for trust 
investments, installment payments are some- 
what annoying, as they require additional 
bookkeeping, thought and attention for the 
reinvesting of the funds for the trust in- 
volved, including possible periods of greater 
or less duration during which time the par- 
ticular trust may be in receipt of current 
bank interest earnings only on its uninvested 
funds. Such a period may lead, of course, to 
the accusation that the trustee is not using 
its best efforts to keep the funds invested, 
and that it is endeavoring to build up its 
own deposits with such uninvested funds. 
If, however, the particular trust is in re- 
ceipt from time to time of the average rate 
of return to the bank or trust company on its 
own funds, we can see no real weight in such 
criticism. 

In our own institution we have about 
reached the conclusion that in the future 
practically no term real estate loan should 
be considered by us except on some sort of 
installment basis—monthly, quarterly, semi- 
annually, or annually. Particular insistence 
will be made by us in the future requiring 
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installment payments by residential borrow- 
ers, not only for our own benefit but definite- 
ly for the benefit of the individual concerned. 
We now see quite plainly that if most of our 
home owners had been required to make 
fairly substantial payments during recent 
years towards reduction of their first mort- 
gages, the temptation would have been ma- 
terially lessened for them to take on that 
second or third automobile; that high priced 
radio set; that expensive refrigerator, and 
many other things with which we are all 
familiar. 
Unitized Loans 


It has been rather thoroughly demon- 
strated that the use of the unitized loan for 
trust investment purposes is not really prac- 
tical to the extent that we formerly consid- 
ered advisable. The use of this type of in- 
vestment appeared rather attractive in cer- 
tain times in the past when trust officers 
were hard up to find satisfactory investment 
paper in order to diversify the holdings of 
their trusts. While times continued good and 
conditions fairly satisfactory with particu- 
lar reference to refinancing, the unitized loan 
held up well. The recent period of stress, 
however, has demonstrated that the division 
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of interest resulting from the splitting up of 
loans has been a little awkward when it came 
to the question of foreclosure and subsequent 
disposition of the property acquired. ‘The 
interest of one trust may, of course, be en- 
tirely divergent from that of another trust, 
with consequent differences of viewpoint and 
policies. 

Those of us having these investments on 
our hands will probably need to devote con- 
siderable attention to them from time to time 
in the future in order to work out their 
ultimate liquidation in cases where benefi- 
ciaries may object to the holdings, and also 
in cases where, perhaps, the unitized certifi- 
cates may represent too large a proportion 
of the corpus of the trust. ‘The present weak- 
ness in realty loans, however, need not of 
itself carry with it entire condemnation of 
unitized mortgages, as a certain amount of 
necessary diversification may be quite useful 
in our larger trusts, and if the trusts are 
strong enough to face the possibility of an 
unavoidable foreclosure once in a while, we 
do not see that the situation differs in very 
large measure from similar circumstances 
concerning the possible foreclosure of any of 
the smaller realty bond issues. 


The Subdivision Loan 

The subdivision loan, which at one time 
offered excellent rates of interest, together 
with rather prompt liquidation, has held up 
remarkably well, particularly in those cases 
where a substantial amount of installment 
contracts for the purchase of properties ex- 
isted in the subdivision trust. It has really 
been noteworthy that in Southern California 
the percentage of payments on subdivision 
purchases has held up in good shape. Out- 
lying subdivision trusts improperly financed 
and improperly made, have, of course, gone 
by the wayside, but the great majority of 
paper on bona fide subdivision developments 
in and near the city has stood the test of 
the depression excellently. Subdivision loans 
for trust investment, however, in the future 
will probably have to be thoroughly analyzed, 
and, if made at all, must have a sufficient 
amount of signed and seasoned contracts for 
servicing the loan. 


Farm Loans 

Farm loans, of course, have suffered rather 
severely in the recent past all over the United 
States because of the continued decline in 
the price of farm products. However, it is 
not fair at all to say that the farm loan 
made after proper inspection and with values 
at today’s prices should not make a satisfac- 
tory form of investment. Here again the re- 
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quirement of installment payments should be 
inserted in the paper in all fairness to both 
the borrower and the lender. 


How often the necessity in the past to 
meet certain reasonable installments on his 
farm loan would have prevented our farmer 
neighbor from stepping out in flush times 
and acquiring that extra North 80 or South 
40 acres. 


Loans on Vacant Property 


Loans on vacant city property are, of 
course, forbidden as trust investment in 
many sections, but their history in the south- 
ern California area has been, on the whole, 
quite satisfactory when the loans were mod- 
est in the first instance, and were properly 
supported by investigation as to the finan- 
cial standing and worth of the borrower. In 
fact, we are obliged to confess that in a good 
many cases loans on properties used as city 
parking places or for oil stations have been 
better serviced than loans on adjoining prop- 
erties which carried so-called ‘“improve- 
ments.” 


We finally arrive at that conclusion to 
which the majority of our life insurance 
companies and other conservative lending in- 
stitutions have been forced in recent years, 
viz., that reasonably modest installment loans 
on American homes and smaller multiple resi- 
dential units can be fully justified as proper in- 
vestments for certain of our trust funds, and 
should by all means be included in our port- 
folio of investments in substantial amounts. 
The average American citizen is just as fond 
of his home as he ever was, considers it his 
avorite real estate holding, and will protect 
it, as in the past, to the last ditch. Unfor- 
tunately, his struggles with the boom stock 
market of late lamented memory have caused 
him pain, and for the time being have dis- 
tracted his attention from the acquisition 
of a home; and, unfortunately again, the un- 
employed citizen has been too busy with the 
problem of actual subsistence to give much 
thought recently to the matter of home own- 
ership. However, it is our firm conviction 
that when permanent sunshine breaks 
through our apparently lightening skies our 
average citizen will be back on the job at- 
tending to the business of getting a perma- 
nent place to live, and also to the acquisition 
of additional realty in the form of a farm, 
apartment house, flat or business property, 
and that for this reason the real estate loan 
will continue to keep a justifiedly favored 
position for the employment of substantial 
portions of those funds of our clients en- 
trusted to us for safe investment, 
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THIRTY-SEVENTH ANNUAL MEETING 
OF THE 


Crust Dibision 
AMERICAN BANKERS ASSOCIATION 


HELD AT LOS ANGELES, OCTOBER 3, 1932 


Officers elected for the ensuing year: , 

President: R. M. Sims, vice-president and 
trust oficer, American Trust Company, San 
Francisco. 

Vice-president: H. L. Standeven, vice- 
president, Exchange Trust Company, Tulsa, 
Oklahoma. 

Chairman Executive Committee: 
Edmonds, _ vice-president, The 
Trust Company, Chicago. 

New Members of the Executive Committee: 

Blaine B. Coles, vice-president, Security 
Trust and Savings Pank, Portland, Oregon. 

Carl W. Fenninger, vice-president, Provi- 


Mm. &. 
Northern 


dent Trust Company, Philadelphia. 

Leon M. Little, vice-president, New Eng- 
land Trust Company, Boston. 

William A. Dixon, vice-president, Whitney 
Trust and Savings Bank, New Orleans. 


HE president, Mr. Hennings, after 
stating that it was customary for the 
president to make a short address, at 
times upon the technic of trust administra- 
tion, at other times on unrelated topics, in- 
troduced Dr. Paul F. Cadman, Associate Pro- 
fessor of Economics, University of Califor- 
nia. Dr. Cadman stressed the great advan- 
tages, particularly in time of inflation, of 
adhering to old banking principles and of ap- 
plying the rules of trust investments as a 
safety valve. The address is published else- 
where in this issue of Trust CoMPANIES. 
President Haas of the American Bankers 
Association then addressed the meeting. He 
emphasized the stability of trust companies 
during the present economic crisis and 
showed that although the country had suf- 
fered the most serious collapse in its expe- 
rience, still the loss per capita of every de- 
positor was small compared with losses in 
stocks, bonds and commodities, Referring to 
the large number of trust companies in the 
country and the billions of dollars of de- 
sits, Mr. Haas said that the handling of 


such large sums is a great responsibility. 
“How you have measured up to it,” said he, 
“is a matter of record and I do not believe 
the public knows you in your true light. 
Possibly there have been sound reasons for 
your reticence up to now. You men espe- 
cially have a fiduciary record of which you 
should be justly proud. The trust banking 
idea has established itself as a true public 
servant.” 

Holman D, Pettibone, president of the Chi- 
cago Title & Trust Company, was the next 


R. M. Sims 


Vice-president and Trust Officer, American Trust Com- 
pany, San Francisco, who has been elected President of 
the Trust Division, A. B. A. 
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speaker. Speaking upon the subject, “The 
Present Status and Future of Corporate 
Trusteeship,” Mr. Pettibone ably presented 
the matter and his vision of the future. He 
stressed the fact that business principles 
must govern any successful conduct of trust 
service. His address is published in this is- 
sue of Trust CoMPANIES. 

The next speaker, W. C. Mullendore, ex- 
ecutive vice-president of Southern California 
Edison Company, a lawyer experienced in 
many fields of activity and in particular with 
the work of public utilities, gave an excellent 
address on “The Importance of Public Utili- 
ties and Their Service to the Country.” Trust 
CoMPANIES publishes the major portions of 
his address elsewhere in this issue. 

Following the report of the Committee on 
Nominations and the election of officers, Mr. 
Hennings introduced President-elect Sims. 
In accepting the office of president, Mr. Sims 
expressed his appreciation of the honor con- 
ferred upon him, He said that the happiest 
days of his life had been those which he 
had spent in conferences and in the associa- 
tion meetings with his fellow men. 

The vice-president-elect, H. L. Standeven, 
likewise expressed his appreciation of the 
honor conferred upon him and his pleasure 
in serving the Division in any official capac- 


H. L. STANDEVEN 


Vice-president of the Exchange Trust Company of Tulsa, 
Oklahoma, who has been elected Vice-president of the 
Trust Division, A.B. A. , 
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ity. With the installation of Colonel R. M. 
Sims as president of the Division and H., L. 
Standeven as vice-president, the meeting ad- 
journed. 


More than $89,000,000 will be distributed 
this year among 51,000 families in the 
United States as benefits under plans of 
group life insurance, it has been estimated 
by B. A. Page, vice-president of the Travelers 
Insurance Company. 

Around 32,000 business establishments in 
the country, it is said, have in effect group 
plans of insurance totaling nearly $10,000,- 
000,000 in amount. The number of employees 
insured is put at 5,600,000; the average bene- 
fit of $1,700 payable this year exceeds the 
average last year. 

Since the inception of group life insurance, 
total benefits including this year amount to 
more than half a billion dollars. More than 
360,000 families in the country have received 
the payments. 


Harvey D. Gibson, president of the Manu- 
facturers Trust Company, has again been en- 
listed to serve as chairman of the Emergency 
Unemployment Relief Committee. Under his 


leadership the committee raised 20 millions 
for unemployment relief last year. 


H. O. EpMoNpDS 


Vice-president, Northern Trust Company of Chicago, who 
has been elected Chairman of the Executive Committee 
of the Trust Division, A. B. A. 
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The Oldest Trust Company in Delaware 


offers you the advantages of its broad experience and facilities, 
its Membership in the Federal Reserve System, and its earned 
prestige in handling your Delaware business—banking or trust. 


SECURITY TRUST COMPANY 


Wilmington 


Delaware 


OFFICERS 


JOHN S. ROSSELL, Chairman of the Board 
LEVI L. MALONEY, President 
CHAS. B. EVANS, Vice-President 


WILLARD SPRINGER, Vice-President 
HARRY J. ELLISON, Vice-Pres. & Trust Officer 
THOMAS J. MOWBRAY, Vice-Pres. & Treasurer 





ANDREW J. FRAME 

The banking fraternity suffered a real loss 
this month in the death of one of the coun- 
try’s outstanding country bankers, Andrew J. 
Frame of Waukesha, Wis. Until a few weeks 
ago he was active in the Waukesha National 
Bank as chairman of the board. Mr. Frame 
was widely recognized as an authority on 
banking legislation being called before the 
banking committees of the House and Sen- 
ate as an expert to testify at the hearings on 
the Glass-Owen banking bill. He has been 
one of the staunchest defenders of the in- 
terests of country banks, a successful oppo- 


CaRL W. FENNINGER 


Vi e-president, Provident Trust Company of Philadelphia, 
who has been elected a member of the Executive Commit- 
tee of the Trust Division, A. B. A. 





nent of the “asset currency” proposal and 
was strongly opposed to the postal savings 
system. 

Born in Waukesha in 1844, he began his 
banking career as office boy at the Waukesha 
County Bank, later the Waukesha National, 
of which he became president in 1880. He 
was twice elected vice-president of the Ameri- 
can Bankers Association, in which he was 
well known as an able champion of country 
bank rights. His passing is a distinct loss to 
the ranks of those who made up the back- 
bone of the nation’s banking system during 
a long period of stress and change. 


BLAINE B. COLES 


Vice-president, Security Trust and Savings Bank, Port- 
land, Oregon, who has been elected a member of the 
Executive Committee of the Trust Division, A. B. A. 
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Ancillary Service 
in Minnesota 
FRSTATES needing probate or 


other attention in Minnesota 
will be economically and expertly 
managed by this 40 year old 
Trust Company. Let us handle 
your Northwestern trust business 
for you. 


FIRST MINNEAPOLIS 
TRUST COMPANY 


115 SOUTH FIFTH STREET 
MINNEAPOLIS, MINNESOTA 


Affiliated with First National Bank 
in Minneapolis 





CENTRAL SAVINGS BANK FOR 
NEW YORK 

The savings banks of New York State, at 
their recent annual convention, approved the 
establishment of a central discounting bank 
to act as a modified Federal Reserve System 
for mutual savings institutions, under the 
name of the Associated Mutual Savings 
Banks, Inec., with management vested in a 
board of seven governors. 

Membership will be by voluntary stock 
subscription with a limit of one-fortieth of 
1 per cent of the member’s deposits. With a 
more than $5,225,000,000 on deposit in New 
York savings banks, this will provide an in- 
itial capital fund of about $1,500,000 if the 
subscription is unanimous, as is expected. 
In case of emergency, members will be sub- 
ject to call for deposit with the institution 
up to 3 per cent of their deposits, providing 
an immediate fund of about $150,000,000. 

These special deposits would be returned 
immediately after the emergency had passed 
and would bear interest as fixed by the gov- 
erning board. Negotiable certificates of de- 
posits will be given for emergency deposits. 
Capital funds will be held in cash or in- 
vested in legal bankers’ acceptances, so that 


The 
Oldest Trust Company 


in Pittsburgh 


ESTABLISHED 


Relow) 


PEOPLES-PITTSBURGH 
TRUST COMPANY 


PITTSBURGH, PA. 


the entire fund will be immediately avail- 
able. 

The resolution as adopted, declares that 
the board “shall at all times have the right 
to request such information or statistics from 
member banks as would appear to be ad- 
vantageous to the membership as a whole, 
and to promulgate recommendations in re- 
spect to the liquidity of the member banks 
and the general conduct of their business.” 

The plan is an outgrowth of an informal 
“mortgage liquidity fund” plan that was put 
into service last year. Under the old plan, 
all but eleven of the State’s savings banks 
agreed to accept mortgages from a _ partici- 
pating institution for immediate discount in 
order to make it unnecessary for the bank 
to sell at a loss its easily negotiable securi- 
ties to meet depositors’ demands. 

The Joint Legislative Committee on Banks 
headed by Nelson W. Cheney expects to have 
its recommendation ready for the next legis 
lature. Interest rates on deposits will proba 
bly remain within the domain of individual 
banks, and the plan does not contemplate 
withdrawal of present balances from com 
mercial banks. 
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MAIN OFFICE: See NEW YORK OFFICE: 


177 Montague Street 3| Hiri 26 Broad Street 
Brooklyn, N. Y. OAS New York, N. Y. 


Summary of Statement 
at the Close of Business, September 30, 1932 


RESOURCES 
Cash on Hand and Due from Federal Re- 
serve Bank and Other Banks.......... .$41,821,879.29 
U. S. Government Bonds 8,768,078.87 
Municipal Bonds 3,397,750.27 
EEE OT eee 24,587,902.23 
Demand Loans Secured by Collateral..... 22,996,454.70 $101,572,065.36 


Time Loans and Bills Purchased 26,983,981.19 
Loans on Bonds and Mortgages 2,060, 131.00 
Bank Buildings 7,013,883.33 
Customers’ Liability on Acceptances 4,675,547.74 
Other Resources 2,110,427.13 








_ $144,416,035.75 


$8,200,000.00 

10,000,000.00 

2,331,233.19 

Reserves 5,387,120.11 
Deposits 113,612,499.42 
Dividend Payable October 1, 1932..................... 205,000.00 
Chatutammns Accemtanees. ... ....- 25 oo eee dc weeacs 4,680, 183.03 


$144,416,035.75 








One of the Oldest Trust Companies in the United States 
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OE new 


national bank offers the banking 
services of the following depart- 
ments: Commercial banking... 
checking accounts . . . savings 


accounts... trust services. 


City NATIONAL BANK 
AND TRUST COMPANY 
* of Chicago a 


tbat elias atsieiedeadaatetaateniitiniitaniite : 
208 SOUTH LA SALLE STREET | 
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FIFTY-EIGHTH ANNUAL CONVENTION 
OF THE 


American Bankers Association 


HELD AT LOS ANGELES, OCTOBER 3RD to 6TH, 1932 


Officers elected for ensuing year: 

President: Francis H. Sisson, vice-presi- 
dent, Guaranty Trust Company, New York. 

First Vice-president: Francis Marion Law, 
president First National Lank, MHouston, 
Texas. 

Second Vice-president: Rudolph S. Hecht, 
oresident Hibernia Bank and Trust Com- 
pany, New Orleans, Louisiana. 

Treasurer: P. D. Houston, 
American National Bank, Nashville, 
nessee. 

1933 Convention City: Chicago. 


OPENING SESSION OF THE 
CONVENTION 


Unusual attention was centered upon the 


chairman 


Ten- 


H. J, Haas 


Vice-president First National Bank of Philadelphia, who 
presided at the American Bankers Association Convention 
as retiring President 


ject of banking reform or branch 


fiftv-eighth annual convention of the Ameri- 


can Bankers Association held recently at Los 


Angeles October 3d to 6th, owing to the pros- 
pect of important banking legislation at the 
forthcoming session. Very wisely the conven- 
tion avoided committing itself on the sub- 
banking 
attendance represented but a 
very small section of the American 
banking sentiment. Of the 2,000 delegates in 
attendance only 600 came from states outside 
of California, so that it was deemed unwise 
for the convention to have committed the 
general membership of the A. B. A. on these 
important banking questions. 

However, the Economic Policy Commission 


because the 


cross 


F, M. Law 


President, First National Bank of Houston, Texas, who 
has been elected First Vice-president of the American 
Bankers Association 
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Serving 
WESTERN NEW YORK 


You will find this bank a competent and 
reliable agent in handling your financial 
business in Western New York. 


Fully equipped in departments of Trust, 
Banking, Safe Deposit, Travel and In- 


vestment. 


TRUST COMPANY 
Buffalo, N. Y. 

















headed by Rudolph S. Hecht came out strong 
in defense of the dual banking system and 
as opposed to the movement sponsored at 
Washington to concentrate all commercial 
banking under federal supervision. 


President Haas’ Annual Address 

Declaring his faith that happier conditions 
today represent a real re-establishment of 
fundamentally sound banking, business and 
general economic conditions as compared 
with the banking panic that surrounded the 
convention of a year ago, Harry J. Haas 
said that the improvement constitutes one 
of the greatest tributes to the traditions and 
institutions of this nation and to the cour- 
age and resourcefulness of our people ever 
written in the annals of the country in times 
either of peace or of war. 

Mr. Haas stated that full recognition 
should be given to the broadminded, non- 
partisan efforts of the National Government 
at Washington, where, in the net result, there 
has been a gratifying avoidance of seriously 
unsound measures and the greatest coopera- 
tive effort ever undertaken by a great nation 
to control the forces of economic destruction. 

Mr. Haas stressed the obligation of the 
people to support the government as opposed 
to the theory of the government to support 


the people, dwelling on the necessity of taxa- 
tion up to the point required for carrying on 
the functions of government to the mainte- 
nance of its basic purposes. 

Discussing banking conditions, Mr. Haas 
declared that his view of the record banking 
has made during this depression is very dif- 
ferent from that manifestly created in gen- 
eral public opinion; and that it has in fact 
proved itself one of the strongest elements 
in the economic structure. 


Outlines of Legislative Procedure 

Deviating from the program, Robert B 
Flemming, head of the Legislative Commit- 
tee, outlined to the convention the recent leg- 
islative procedure in Washington; some of 
the problems confronting the law-making 
bodies, and a résumé of the activities of the 
association in legislative matters during the 
last session. 

One of the most able addresses on the con- 
vention program was that of this session de- 
livered by Dr. William Bennett Munro, pro- 
fessor of government at the California Insti- 
tute of Technology, who is also the author 
of many books on government and a director 
of the Cambridge Trust Company. His dis- 
cussion centered around the thesis that the 
prosperity of a nation rests upon political 
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as well as upon economic foundations, the 
complexion of the social order being such 
that economic well-being cannot be promoted 
without the careful organization and wise di- 
rection of all its productive forces. 

Dr. Munro stated that for several years 
after the close of the world war the newly- 
enfranchised people of Europe seemed to 
forget the fact that a government, as such, 
earns no money and saves none. There is 
no surer way to cripple industry than by 
overburdening it with taxation and no more 
certain way of promoting the flight of capi- 
tal than by impairing public confidence in 
the financial integrity of the government. 
With the experience of Europe before our 
eyes is it not amazing that we should have, 
in the United States, such insistent and wide- 
spread demands for a repetition of these 
governmental oppressions and self-delusions. 

Expansion has been necessary by national 
growth, but it has been carried beyond the 
necessities of the situation. Special inter- 
ests of every sort have become steadily more 
successful in drawing the national govern- 
ment into activities beyond its own province. 
Governmental paternalism, with its orders. 
regulations, restraints and prohibitions is be- 
ing spread over the land like a huge spider’s 
web in which the individual is held fast. 
The test of a government is not how much 
or how little it does, but how well or how 
ill it does what it sets out to do. As a people 
we face the danger that an advancing politi- 
cal paternalism will sap steadily away the 
greatest of all qualities associated with 
Americanism, personal initiative, and render 
the citizen a robot whose daily acts are regu- 
lated, inspected, and confined by the vigilant 
intrustiveness of a great and ever-growing 
bureaucracy. What we need today are more 
citizens who have the moral courage to stand 
up and assert that we need less government 
rather than more of it, that public expen- 
ditures ought to be radically reduced, that a 
least half of our existing governmental 
boards and bureaus should be abolished, and 
that we ought to get back to a better ob- 
servance of American constitutional morality. 


Report of Resolutions Committee 
The report of the Resolutions Committee 
was made, including the appointment of the 
incoming presidents of each division and sec- 
tion, 


SECOND SESSION OF THE 
CONVENTION 
The convention was particularly favored in 
laving as a guest speaker the Hon. Ogden 
L. Mills, who addressed the evening session 


RupDOLPH S. HECHT 


President, Hibernia Bank and Trust Company, New 
Orleans, who has been elected Second Vice-president of 
the American Bankers Association 


on the subject of “The Financial Panic and 
Program of Reconstruction.” Secretary Mills 
complimented the banks on what they have 
done during the past three years of depres- 
sion to aid restoration of financial security, 
and gave credit to the Federal Reserve bank 
particularly for purchase of one billion dol- 
lars’ worth of government securities. He at- 
tributed the chief causes of the depression to 
the over-expansion of credit resulting in the 
speculative boom and following withdrawal 
of credit facilities. 

Mr. Mills outlined the government’s plan 
for re-establishment of credit in bolstering up 
the credit structure of the nation, and 
stressed in a very encouraging way the cer- 
tainty of future recovery. 


THIRD SESSION 


Dr. Harold Stonier reported on the activi- 
ties of the American Institute of Banking’s 
graduate school, surveying briefly the history 
of its organization and growth to the present 
day. 

In introducing the next speaker Mr. Haas 
referred to the public speaking courses of the 
A. I. B. and the establishment some years 
ago of the A. P. Giannini Educational En- 
dowment, the honor which goes this year to 
Harold Paul Cunningham. Mr. Cunningham 
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addressed the meeting on the subject of “The 
Banker in Our Economic System,’ empha- 
sizing his responsibilities to the public to ex- 
plain the danger of hoarding; how the with- 
drawal of deposits forces the banker to eall 
in loans which otherwise he would be will- 
ing and ably to carry; that every dollar of 
money supports ten dollars of credit, and he 
who takes that money away is not protecting 
himself but is doing his bit to close banks, 
to stifle trade, to increase unemployment and 
to ruin his own business. He ended with 
stressing the responsibilities of the banker to 
not only safeguard deposits and to direct 
those funds into the proper channels of con- 
structive credit, and above all, to bring about 
a recognition of mutual obligations and in- 
terests. 

The Hon. M. 8S. Conner, governor of Missis- 
sippi, next addressed the convention on “The 
Relation of Taxation to the Public Welfare.” 
Mr. Connor stated that the major considera- 
tion confronting America today both as to 
state and nation are the problems involved 
in governmental costs. He pointed to the 
envious and destructive competition of po- 
litical warfare between the major parties in 
which each accuses the other of extravagance 
and waste without either doing anything to 
remedy the condition; and stated that in- 
creasing costs of government, despite many 
attempted reforms, have resulted in taxes 
which in many jurisdictions have reached the 
point of virtual confiscation. Money has been 
driven from useful industrial enterprises, and 
at its door must be placed no small part of 
the responsibility for unemployment and fi- 
nancial depression. Mr. Connor emphasized 
the value of the sales tax as permitting each 
citizen to contribute his part, however small 
it may be, to the support of his government 
by direct taxation and thereby be rendered 
more definitely conscious of the responsibili- 
ties of citizenship. He stressed the fact that 
governmental ills can only ultimately be 
cured by the application of the principles of 
economy, efficiency, integrity and justice. 

Rudolph S. Hecht, in addressing the meet- 
ing, called attention to the signs of general 
improvement in business, such as advancing 
commodity prices, increasing volumes of in- 
dustrial production and railroad traffic, and 
a sharp decrease in commercial insolvencies, 
and referred to the signal services of the 
Federal Reserve System during the crisis and 
the invaluable aid of the Reconstruction Fi- 
nance Corporation in affording liquidity 
during the emergency to sources disbarred 
from ordinary channels of credit accommo- 
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dation. Mr. Hecht expressed the opposition 
of the association to guaranty of bank de 
posits on the obvious basis that taxing prop- 
erly managed banks to make up losses of 
failed banks is unfair and weakens the whole 
banking structure. He also criticised exces- 
sive governmental borrowing and excessive 
national, state and municipal taxation, which 
now amount to thirty cents out of every 
earned dollar. Speaking for the association, 
he expressed insistent opposition to the con- 
tinuation of the present high rates of taxa- 
tion and the progressive piling up of our pub- 
lic debt. 


FOURTH AND LAST SESSION 


The subject of over-taxation was also dwelt 
upon by Paul ‘Shoup, vice-chairman of the 
Southern Pacific Company, in his paper en- 
titled “Overtaxation—A Business Viewpoint.” 
Mr. Shoup stated that the power to tax is 
the power to destroy, and that the govern- 
ment has gone so far in exercising its taxing 
privilege that the people of the United States 
in toto pay an equivalent of a first mortgage 
on all that they own, all of their earnings 
and even beyond. And this does not consider 
indirect taxes such as sales, internal revenue, 
and income taxes. He stated that partisan 


interests should be abandoned in order that 


expenditures may be cut down and no new 
ones incurred except as a matter of absolute 
public necessity. Only in this way can we 
go forward on a stable foundation. 

The meeting closed with a report of the 
Economic Policy Commission, presented by 
Rudolph S. Hecht, which urged in opposition 
to proposals for unified federal control in 
place of the present dual system of state and 
national banks, the promotion to the utmost 
of the extension of the Federal Reserve Sys- 
tem in the commercial banking field. 

Mr. Hecht stated the belief of the 
ciation that the present dual system has 
advantages over the unified control 
tem in that it maintains local financial inde- 
pendence and credit sympathies free from 
the domination of over-centralized federal 
control, and that the end to be sought is 
not the destruction of the dual banking sys- 
stem, but the promotion to the utmost of 
further developments as indicated in the re- 
port of the Economic Policy Commission. 
Mr. Hecht also stressed the strengthening of 
the general banking situation by removal 
through failure of the weaker and more un- 
desirable elements, thus bringing about a 
more effective banking reform than could be 
accomplished by sweeping legislative changes 


asso- 


Sys- 
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Postage Rates 


The increased cost of mailing checks, drafts 
and other transit items can be more than offset 
by preventing waste of time in handling this 
important business. 


Mail addressed to us is called for at the Post 
Office by our messengers at frequent intervals, 
day and night, thus giving our correspondents 
the benefit of an automatic special delivery 
service free of cost. 


Our continuously operating transit and collec- 
tion departments reduce the time of convert- 
ing collections into cash by one to three days. 


THE 


PHILADELPHIA 
NATIONAL BANK 


ORGANIZED 1803 
PHILADELPHIA, PA. 


CAPITAL and SURPLUS - - - - $42,000,000 
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Nearer 
THAN NEW YORK 


Jersey City is nearer Financial and Commercial 
New York than most of the city itself. To Cort- 
landt Street from Jersey City by train, three 
minutes; to Wall Street a matter of five minutes; 
to Canal Street by motor only 9250 feet. 


Jersey City offers accessibility without conges- 
tion or high rents. It offers distinct banking 
advantages as well. New York corporations may 
maintain substantial balances here profitably. 
Residents of New Jersey will effect sound econo- 
mies by naming a New Jersey trust company as 
executor and trustee. Why not The Trust Company 
of New Jersey, Hudson County’s largest bank. 


THE TRUST COMPANY 
of NEW JERSEY 


Hudson County’s Largest Bank 


JERSEY CITY e¢ UNIONCITY e _ HOBOKEN 
WEEHAWKEN e ~ WEST NEW YORK 


Member of Northern New Jersey Clearing House Ass’n. 
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CHARTERED 


1884 


MERCANTILE TRUST CO. of BALTIMORE 


Capital - - - - - 
Surplus and Undivided Profits 


$1,500,000 
$4,100,000 


We Solicit Your Baltimore Account 


FRED. G. BOYCE, Jr., Vice-President 


A. H. S. POST, President 





NECESSITY FOR CONTINUATION OF UNIT BANKING SYSTEM STRESSED 
AT ANNUAL MEETING OF STATE BANK DIVISION A. B. A. 


Officers elected for the ensuing year: 


President: L. A. Andrew, vice-president 
First Bank and Trust Company, Ottumwa, 
lowa, and Superintendent of Department of 
Banking of the State of Iowa. 

Vice-president: Clyde Hendrix, president 
Tennessee Valley Bank, Decatur, Alabama. 


Discussions at the annual meeting of the 
State Bank Division of the American Bank- 
ers Association centered largely around what 
is one of the foremost issues among bankers 
today, i. e., the continuance of our present 
dual banking system, or the forcing of the 
state banking institutions into a single sys- 
tem under Federal control. In his address as 
retiring president, Mr. Felix M. McWhirter, 
president of the Peoples State Bank of In- 
dianapolis, vigorously attacked what he 
termed a monopolistic concentration of bank- 
ing in closing the entire field of all banking 
activities to other than federal institutions. 
He advocated active warfare upon the pro- 
ponents of branch banking with its conse- 
quent ultimate annihilation of the state 
chartered bank as represented primarily by 
the smaller unit banks throughout the coun- 
try. Mr. McWhirter defended the record of 
state chartered banks and their right to con- 
tinue in their basic function of serving their 
individual communities. 

Mr. McWhirter was followed on the pro- 
gram by the incoming president, Mr. L. A. 
Andrew, who spoke on the important field 
of service of state banks. He stated that 
the state banks, comprising over two-thirds 
of all the institutions doing banking business, 
and prospering as their communities have 
prospered and suffering when their commun- 
ities are suffering, are the natural economic 
growth of the past fifty years. Any propo- 
sition which would place all of the country’s 
banking resources under political or bureau- 


cratic control in Washington would be against 
the tenents of good banking and good public 
policy, and would nullify the existing safety 
features present under ‘the dual system of 
banking in which the state and national 
systems have been a check each on the other 
in a competitive system which has been for 
the good of both, and in which each has 
performed an equally important service in 
the financial development of this country. 
Mr. Andrews reiterated his belief in the 
Federal Reserve System, and that all large 
commercial banks with a million or more 
capital should belong thereto; but expressed 
his opinion that the thousands of smaller 
banks, both national and state, have no place 
in the Federal Reserve System, since they 
are able to function more successfully in a 
Management and service in which the per- 
sonal element is a large factor. 

Visiting President Haas briefly addressed 
the meeting, suggesting the advantages of 
improved regulatory laws both for state and 
national banks, rigid scrutiny of applications 
to organize state banks, their capitalization ; 
their prospects for building up a year round 
successful business ; examination of affiliates ; 
and elimination of all guarantees from banks 
of deposit. 

President Haas touched also in advantages 
which result from the uniformity of laws 
in the different states governing the busi- 
ness transactions of banks, calling attention 
to the fact that less than half the states 
have passed the Uniform Stock Transfer Act 
while 28 states have not passed the Uniform 
Fiduciaries Act, and 30 states have not yet 
passed the Uniform Bank Collection Code. 
He urged strong advocacy of legislative ac- 
tion on these measures. 

The next speaker was H. N. Stronck, bank 
management consultant in Chicago, who advo- 
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eated the taking of a careful inventory of 
its position by each of the 19,000 banks who 
have successfully weathered the storm of 
depression .of the past three years. Its posi- 
tion should be checked against known, sound 
fundamentals of financial and operating pol- 
icies and practices so that these banks may be 
intelligently rebuilt to a point of adherence 
with sound principles of bank administration 
and management. 

Mr. Stroneck particularly stressed rebuild- 
ing of the asset position structure, and the 
salvaging of assets; and the using to the 
utmost its function of conversion of funds 
for the community in converting deposit 
funds into earning assets in such a manner 
as to be able to meet the requirements of 
depositors at all times and at the same time 
produce satisfactory earnings for the stock- 
holders. He touched upon the report of the 
Bank Management Commission of the Asso- 
ciation, which recommended the creation of 
an ample first and secondary investment 
reserve, the former dependent upon current 
depositors’ requirements and legal reserve and 
the latter upon intensity of predictable sea- 
sonable fluctuations in deposits and local 
loan demands, and a “tertiary reserve” of 
investment account items which might be 
liquidated in case of necessity to avoid forced 
liquidation of best local loans and possible 
destruction of local business enterprises. He 
drew a sharp distinction between bonds for 
secondary reserve and bonds for the invest- 
ment account, of which the former must be 
of a kind that can be liquidated at all times 
without a Under a sound financial 
policy and effective management, the earn- 
ing assets of a bank are in a constant state 
of liquidation as the result of normal com- 
mercial banking processes, and in this or- 
derly liquidation there is a constant flow of 
maturing and collectible obligations, the pro- 
ceeds from which temporarily increase the 
primary reserve and seek time and oppor- 
tunity to re-invest in secondary reserve items, 
loans or investment securities. 


loss. 


Sound banking practices was also the sub- 
ject of the address by A. G. Kahn, president 
of the Union Trust Company of Little Rock. 
In this he contrasted the simplicity of bank- 
ing 25 years ago with the problems confront- 
ing the banker today in the smaller commun- 
ities, dwelling particularly on the acquisition 
and conversion of funds as jeopardized by 
the low net profit caused by excessive free 
“servicing” and the steps that have lately 
been taken to remedy such unsound practice. 

There followed the adoption of resolutions 
expressing the opposition of the Division to 
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New Orleans is the largest mahogany market 
in the world; New York, Liverpool and London 
ranking next in importance. 

Three New Orleans lumber mills import an 
average of 25 million feet of mahogany annu- 
ally, give employment to more than 800 men 
and produce lumber whose value averages 
$5,000,000 annually. 

New Orleans takes the greater part of the 
mahogany logged in Mexico, Guatemala, Hon- 
duras, Nicaragua, Costa Rica, Cuba and Africa; 
converts it into mahogany boards and trans- 
ports this lumber to furniture centers of the 
United States and many foreign countries. 
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This is number 43 of a series of advertisements about 
New Orleans which we - spam continuously 
since 


the Glass Bill and unification of all banking 
under Federal control. 
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The First Citizens Bank & Trust Company 
of Utica, N. Y. reports total banking assets 
of $61,284,459 and total fiduciary funds of 
$36,914,107 on September 30th of which near- 
ly 16 million are in trusts under wills and 
agreements. Capital funds and _ reserves 
equal $8,768,405. 

The officers and directors of the Farmers 
National Bank & Trust Company of Rome, 
N. Y. tendered a dinner to George G. Clara- 
but, chairman of the board, in celebration of 
his completion of fifty years of service with 
the institution. 

The Agricultural National Bank of Pitts- 
field, Mass. reports trust funds of $14,250,809 
and total commercial resources of $11,224,- 
825 as of September 30th. 

Charles H. Sabin, chairman of the Board 
of the Guaranty Trust Company, announces 
the election of Arthur C. Dorrance as a di- 
rector. Mr. Dorrance is president of the 
Campbell Soup Company and director in many 
other corporations. 
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THE TENTH REGIONAL 


PACIFIC COAST TRUST CONFERENCE 


AT LOS ANGELES 


HALIZING that unprecedented condi- 

tions in the history of the country 

have made necessary a revised tech- 
nique in the management of trust affairs, in 
the handling of trust investments, and in the 
contact between trust institutions and the 
general public, the Conference Committee, 
under the supervision of Senator L. H. Rose- 
berry, general chairman, arranged a program 
of timely significance. Experienced men who 
have appraised the present condition and the 
need for progressive trust service addressed 
the conference. 

The names of the speakers and the subjects 
which they covered give positive proof that 
the conference was a success, both from the 
educational point of view and the important 
matters which the speakers treated. ‘Trust 
Investments and Their Problems,” was thor- 
oughly considered by John E. Blunt, vice- 
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Chairman of the Board of the California Bank, Los Angeles, 
California 


president of the Continental Illinois Bank 
& Trust Company of Chicago. John T. 
Cooper, vice-president, Security-First Na- 
tional Bank of Los Angeles, presented the dif- 
ficulties attended upon “Real Estate Loans— 
Their’ Supervision and Their Advantages.” 
“Standards in Accepting New Business,” and 
“Obtaining New Business Under Present Con- 
ditions,’ were explained by W. D. Lux, vice- 
president, Crocker First Federal Trust Com- 
pany of San Francisco, and Allen Cook, vice- 
president, Guardian Trust Company of Cleve- 
land, respectively. “Lessons To Be Learned 
from the Experiences of the Past Several 
Years in the Handling of Trust Business,” 
by Merrel P. Callaway, vice-president, Guar- 
anty Trust Company of New York, and 
“Problems of Trustees in Connection with 
Bond Issues,’ by Harry L. Stanton, vice- 
president, Detroit Trust Company, were care- 
fully considered and the helpful suggestions 
and advice should be accepted by every trust 
officer. Another outstanding address was that 
of Andrew Price, president, National Bank 
of Commerce of Seattle, on the subject, “The 
Trust Department from a Bank President’s 
Viewpoint.” 

Readers of Trust COMPANIES Magazine 
will find these addresses printed in other 
sections of this issue. Other notable ad- 
dresses were made by J. M. Wallace, vice- 
president, Walker Bank & Trust Company of 
Salt Lake City; Aubrey B. Carter, National 
Bank Examiner, in charge of trust depart- 
ment supervision, office of the Comptroller of 
the Treasury, Washington; Norman L. 
McLaren, of McLarren, Goode & Company, 
Certified Public Accountants, San Francisco, 
and Gilbert T. Stephenson, vice-president, 
Equitable Trust Company, Wilmington. 

In discussing the subject, “Stocks in Com- 
panies with Depleting Assets,” Mr. Wallace 
defined the meaning of wasting assets as ap- 
plied to coal, oil, lumber and mining, and also 
in relation to depreciation and obsolescence. 

Mr. McLaren, explained in detail the effect 
of the New Federal Tax Bill, and Mr. Car 
ter, contributed valuable information on the 
“Proper Qualifications of, and Supervision 
Over, Trust Departments.” 





STANDARDS IN ACCEPTING NEW BUSINESS 


THE IMPORTANCE OF COOPERATIVE SERVICE 


W. D. LUX 
Vice-president, Crocker First Federal Trust Company, San Francisco, California 


(Epitror’s Note: The need for new business to meet the decreased compensation from 
estates and the increased overhead of administering estates is stressed in the accompanying 
article from the address of Mr. Lux at the Tenth Regional Pacific Coast Conference. At 
the same time the author sets forth the cardinal principles which should be applied in ob- 
taining new business.) 


N considering the subject of trust new 

business, whether we discuss its accept- 

ance or its development, these two phases 
are so correlated that it is impossible to enter 
into a discussion of one without a considera- 
tion of the other. In the maintenance of 
standards and in the development of policies 
pertaining to the acquisition of business, to 
my mind standards are rigid and funda- 
mental and emanate from the very soul of 
an organization, while policies are flexible 
and may be changed to meet or to conform 
to existing conditions. 

Trust companies and banks engaging in 
the trust business and empowered as they 
are, on an equal basis, to act in the various 
fiduciary capacities, must all have, as a foun- 
dation, a basic code of ethics or standards 
on which must rest the success of their en- 
terprise. The individual application of these 
principles denotes the character of the insti- 
tution. Its progress will depend upon the 
kind of service it renders the public, and 
in this service its success, measured by its 
clientele, the quality of business it enjoys 
and its earnings, will reflect its individual 
policies and management. 

Growth of Trust Companies on Pacific Coast 

Standards in Accepting New Business is 
one of the most vital subjects we could con- 
sider at this time. Serious thought is being 
given to publicity, solicitation and accept- 
ance policies and, from all indications, many 
changes are being made in them. The de- 
Sirability of eliminating in the future many 
of the unnecessary administrative problems 
present today and the consideration of net 
returns are two of the main factors influ- 
encing their revision. 

To substantiate these ideas, let us review 
the growth of trust companies on the Pacific 


Coast, segregating our section of the country 
in this discussion, not for the sole purpose 
of making a comparison with other sections, 
but mainly with the idea of giving us the 
true perspective of our position. When we 
consider that the bulk of the wealth of this 
great nation is concentrated in our eastern 
centers of population and industry, and also 
that this region west of the Rockies was the 
last great area to be settled and developed, 
our survey, therefore, becomes sectional and 
we might proceed further in our segregation 
to our respective communities, for trust busi- 
ness is surely a community service. When 
we recognize that the banking history in 
California dates back only eighty odd years 
and that the first trust company legally au- 
thorized to engage in a trust business in this 
state was incorporated only thirty-nine years 
ago, our background then presents a dis- 
tinctly different picture than that of many 
of our eastern friends who have been serv- 
ing some families for several generations. 
Publicity, in the beginning, was not con- 
sidered an ethical procedure and efforts in 
the development of trust service were some- 
what passive in nature. Soon it became 
apparent that to obtain the volume desired, 
it would be necessary to enlighten the pub- 
lic as to the various services we had to offer. 
This we did; first, in the form of setting 
forth the various functions of service; later, 
in a complete educational plan presented to 
the public through the mediums of the press, 
direct-by-mail, statement enclosures, car 
ecards and the radio. After this type of pub- 
licity had covered and recovered the ground, 
it was felt that the objective had been at- 
tained and that the public, by that time. 
should have been, in some measure, “Will 
and Trust Conscious.” Prospect files had 
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been created and then solicitors, with various 
degrees of training, were dispatched through- 
out the community preaching the gospel of 
trust service. 

Life insurance trusts and living trusts 
were used as the most expeditious method of 
approach. If, in addition to a life insurance 
trust, the prospect could be engaged in a 
discussion of his other testamentary plans 
and an executorship also obtained, well and 
good; if not, then a living trust or a life 
insurance trust was acceptable. 

As we became more experienced in 
solicitation approach and as estate planning 
became more comprehensive, supplemented 
with continuous publicity, trust new business 
departments began to show results. The im- 
petus given to this activity by ‘the last boom 
market was tremendous and trust new busi- 
ness rode along on the so-called wave of 
prosperity. The various types of publicity 
and solicitation which were indulged in and 
the intensity with which they were pursued, 
resulted in all of us receiving our proportion 
of new business, during this period, in such 
volume that the results were exceedingly 
gratifying and the increased returns which 
we were enjoying and the potential returns 
which would ensue, without doubt, led us 
to believe that in a few years our trust serv- 
ices would eclipse every other service we 
were rendering to the public. 

Concurrently with this expansion in these 
activities, many administrative and operating 
problems were encountered. At the outset, 
efforts were mainly directed toward admin- 
istrative functions and, comparatively speak- 
ing, little concern was given to systems of 
operation until we were forced, by increas- 
ing volume, to do so. Then came the com- 
plexities of investment management control, 
and to cope with these increasing responsi- 
bilities, investment analysis departments 
were created, which segregated this function 
from the administrative section. 

There are no figures published in our state- 
ments of condition which segregate trust de- 
partment earnings or show the volume of 
trust business handled which would enable 
us to compare the progress of one trust de- 
partment with another. The only means by 
which we can measure the progress and suc- 
cess of any institution in its trust activities, 
therefore, are the reputation it enjoys in the 
community, the aggregate total of court trust 
business that is being administered by it, 
which is a matter of public record, and the 
corporate trusteeships and corporate agen- 
cies, which are also of general knowledge. 
Undoubtedly, the bulk of court trust business 


our 


COMPANIES 


which so far has become operative would re- 
flect that the larger percentage is being ad- 
ministered by our older trust companies, or 
banks which have absorbed these early insti- 
tutions, and much of this business was ob- 
tained before it was considered ethical to 


engage in publicity and solicitation. 


Cardinal Principles of Trust Functions 

The cardinal principle underlying all trust 
functions, and our first responsibility, is the 
sacredness of our trusts. The accounting of 
our stewardship as corporate fiduciaries in 
conserving the property entrusted to us and 
the manner in which we have discharged our 
responsibilities during these troublesome 
times, certainly justify our existence. How- 
ever, in respect to our responsibilities to our 
stockholders, have we let the volume of new 
business in the past few years influence us 
wrongly in being content to operate on a 
small margin of return, thinking that in 
time the returns we ultimately should enjoy 
would more than recompense us for the lean 
years in the interim? Do our efforts of today 
reflect commensurate returns and, finally, 
what of the future? Trust men over this 
entire country are giving these questions seri- 
ious consideration and I feel that we, on the 
Pacific Coast, are particularly concerned in 
them by virtue of the limited volume of old 
income producing business on our books due 
to our comparatively short existence. 

With the involved and depleted condition 
of many estates we are called upon to pro- 
bate at the present time and the effort neces- 
sary to put forth in their administration, 
and with the existing statutory fees allowed 
for these services, court trust business, in 
many instances, will reflect a paucity of re- 
turn. The trusteeship for corporate enter- 
prises, one of our fairly profitable services, 
has had a somewhat limited field in this 
territory, the bulk of such financing in the 
past having occurred in the East. This class 
of business today is at a minimum. 


Decreased Income vs. Overhead Costs 

This leaves our private trust field to be 
considered and I venture to say that, due to 
the policies pursued in its acquisition. in the 
majority of cases the agreements in force 
will reflect that the trustee’s compensation 
has been definitely stipulated therein, either 
on a basis of a percentage of the income that 
passes through its hands or on a percentage 
of the corpus. When we consider that in 
many living trust agreements the trustor 
has retained the control of investments 
(which, in many cases, do not measure up 
to the qualifications of a suitable trust in- 
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vestment) the attendant decline in the mar- 
ket value of the corpus and the shrinkage of 
the income, trustees’ compensation has suf- 
fered materially. 

You will recall, I presume, an article ap- 
pearing in Trust COMPANIES Magazine some- 
time ago, contributed by our good friend 
Senator Roseberry, of Los Angeles, in which 
he said, if I remember correctly, that an 
analysis of the new business in his bank re- 
vealed that the average age of a testator was 
fifty-five years. Let us assume that these 
findings would reflect the of our 
own institutions and I doubt if they would 
vary to any appreciable extent. We are then 
immediately confronted with the very star- 
tling fact that the testators in the majority 
of the wills placed in our care have a very 
limited number of income producing years 
left. With the shrinkage that has occurred 
in almost every estate, this potential serv- 
ice for the next few years, undoubtedly, will 
not be as productive as anticipated. 

With all of these conditions in mind 
with the slackening of new business, natu- 
rally our thoughts are turned to the over- 
head cost of trust operations and I imagine 
there are but few departments today which 
do not apply the yardstick developed by our 
Association’s Committee accounting 
and operations. Until recently, no activity 
in our entire banking structure throughout 
the country showed less uniformity than did 
the trust systems then in vogue. These sys- 
tems, not originally designed to with 
present volume, inflexible and cumbersome, 
had to be changed and in the transition many 
innovations were adopted which in time will 
materially reduce cost of operation. 

When we consider that we, corporate 
fiduciaries, offer our services to the public as 
skilled managers and custodians of property, 
it behooves us all to lead in the most effi- 
cient methods and systems and to have these 
operations as thoroughly audited as are the 
general banking departments today. The ac- 
quisition of new business is only the primary 
step in our service to our clients and to be 
in a position to effectively and_ efficiently 
proceed with the complex administrative du- 
ties that follow, our records should assist us, 
not retard us, and our accounting procedure 
Should be reduced, as far as possible, to sim- 
ple routine operations. 

If trust operations are not yielding suit- 
able returns, commensurate with the amount 
of business that is being handled, let us re- 
Vise the policies pertinent to the development 
and acquisition of future business, based on 
Olir experiences of the past, and be concerned 
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not in its volume, but solely in its character 
and quality and on a basis that will assure 
a reasonable compensation. 

Business Insurance Trusts 

Trust service cannot be presented on any 
stereotyped plan and I think we have ali 
learned to appreciate the fallacy of attempt- 
ing to create standardized forms of agree- 
ment to cover business insurance trusts. This 
particular field has presented greater diffi- 
culties and the situations encountered have 
more varied than any other type of 
service we have endeavored to offer. To 
stimulate interest in these trusts and to show 
the advantages of the broader use of life 
insurance, printed forms of agreements were 
distributed among the underwriters by many 
of the trust companies. This was not only 
criticised by some members of the legal pro- 
fession, but among the life underwriters (due 
to the varying requirements of each trust 
company and the different rules which each 
was required to promulgate) no end of con- 
fusion and misunderstanding resulted. 

In progression in this matter, we have 
found that each trust arrangement requires 
specific treatment, in which every possible 
contingency should be ineluded, together 
with the enumeration of the duties and lia- 
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bilities of the trustee in the particular in- 
stance. The major burden in the develop- 
ment and acceptance of the plans devolves 
upon the trust company, and in view of the 
contingency that the trust may never become 
operative, adequate consideration should be 
given, at the time of acceptance, to the value 
of the service necessarily entailed. 


Suggestions to Clients 

Prudent judgment directs that before at- 
tempting to develop further new business, 
consideration should first be given to a re- 
vision of that which has already been ob- 
tained, whether it be operative in the form 
of a living trust or agency, or potential in 
the form of a will or a life insurance trust. 
A large proportion of this business was ac- 
cepted under conditions not comparable with 
the present and many of the testamentary 
plans were based on estates computed at 
inflated values; also, much was obtained be- 
fore estate planning or estate analysis serv- 
ices were functioning as they are today. 
Although the publicity movement, with re- 
spect to the revision of wills, is definitely 
under way, and I know of no other appeal 
which trust companies have made where the 
response has been so general and so appre- 
ciative, nevertheless, many life insurance 
trusts and living trusts have been accepted 
by corporate trustees without their suggest- 
ing an analysis or being able to obtain the 
complete review of the trustor’s entire es- 
tate. This review and analysis should also 
be extended to existing living and life in- 
surance trusts. We owe it to our clients to 
give them the benefit of our experience in 
determining if their plans are still sound 
and will permit of the desired execution; 
otherwise, when the testamentary provisions 
become operative, should they fall short of 
their objective, we are liable to be subject 
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to no end of embarrassment and criticism if 
we have contributed in any manner to their 
creation, and justly so. 

We have been content to accept, for safe- 
keeping, wills in which we were nominated 
in some administrative capacity and then 
place them on file, or merely to enter in our 
records that a client had informed us that 
he had named us as executor or trustee in 
his will. Further education is necessary in 
these matters as I feel that if a client re- 
poses in us enough confidence to carry out 
his testamentary wishes, we should inspire 
sufficient trust that he will desire to discuss 
with us his plan of testamentary disposi- 
tion before its execution. It is not only de- 
sirable for the trust company to be in a posi- 
tion to have its counsel pass upon the suffi- 
ciency of the plans and the document con- 
templated, in so far as their responsibilities 
and duties are concerned, but it also places 
the trust company in a position to impart its 
wide experience in the administration of 
estates to its client for his and his attorney’s 
information in developing a sound plan for 
the management of his estate. In my lim- 
ited experience, I have found clients’ attor- 
neys very appreciative of this assistance, par- 
ticularly if they can confer directly with the 
trust company’s counsel. 


Trust Companies and Lawyers 

At this point, I might say that I could not 
completely cover the subject assigned to me 
without touching briefly on the legal phase 
in the acquisition of trust matters. It is not 
my intention to be drawn into any discus- 
sion of this subject, but I shall state that 
my conception of a properly functioning trust 
department is one which confines its activities 
to its own field of endeavor, not encroaching. 
in any manner, on the sphere or provinces of 
attorneys. By this, I mean to confine our 
estate analysis service strictly to the busi- 
ness and practical problems of estate manage- 
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ment and administration, avoiding the draft- 
ing of testaments and documents of any 
testamentary nature and always requiring 
that a client employ his or her own attorney 
for these services; furthermore, that cor- 
porate executors hold inviolate the duty to 
retain the testator’s attorney who was em- 
ployed in drafting the will. He is not only 
entitled to this selection because of the con- 
fidence reposed in him by the testator, but 
from our viewpoint is the logical one to han- 
dle the legal matters in the administration 
of the estate by virtue of his intimate knowl- 
edge of the testator’s affairs. 


Living Trusts Under Present Conditions 

The present Gift Tax law will make the 
consideration of many irrevocable trusts un- 
necessary. Except under extraordinary cir- 
cumstances, to divest oneself of the bulk of 
one’s estate is not a natural nor a normal 
act and in view of recent business conditions, 
I often wonder how many of those who have 
entered into such arrangements would not 
wish them recalled. 

Existing conditions have developed in the 
public mind a much livelier appreciation of 
the fact that in the corporate fiduciary they 
can find their haven of refuge, where con- 
Servative management has proven itself and 
areal human service is being rendered. How- 
ever, in availing ourselves of this turn in 
public sentiment, let us temper any desire to 
accept living trust business if the holdings 
of our client not measure up to the re- 
quirements of suitable trust investments. Let 
the client thoroughly appreciate that we are 
not endowed with other than human powers. 
Many did not value conservative investment 
management during times of speculation and 
only turn to us now, as a last resort, expect- 
ing us to accomplish the impossible with the 
remainder of many unfortunate investments. 
We should insist, before accepting this type 
of business, that the client put his invest- 
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ments in order. If we do not insist upon 
this procedure and accept the full control of 
his investments, we shall have a very diffi- 
cult problem to undertake. If, in the exer- 
cise of our judgment, certain types of his 
investments are sold and they later decline 
further in value, we will receive his com- 
mendation. If, on the other hand, the securi- 
ties should appreciate in value, we will incur 
his displeasure. 

Inasmuch as mankind is not gifted with 
prophetic powers, let the prudent trust coun- 
selor and solicitor consider well the effect 
of any plans if adverse circumstances should 
occur. We all must have proper vision in 
these matters and in analyzing a person’s es- 
tate problems let us completely disassociate 
ourselves from the present and try to project 
ourselves into the future to the time when 
we will be administering to this client’s bene- 
ficiaries. Will the plans permit us to carry 
out his wishes with the most adverse con- 
tingencies arising and still enable us to serve 
his beneficiaries they should best be 
served? We should conform his trust require- 
ments to this test. 
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Brooklyn Trust Company shows steady 
growth and strong liquid position with in- 
crease of deposits to $113,612,499, total re- 
of $144,416,035, cash on hand and 
due from banks $41,821,879. Capital funds 
amount to $20,531,233 and reserves $5,387,120. 

The Empire Trust Company reports total 
resources of $72,042,587 and deposits of $61,- 
947,850 each showing gains over two millions. 
Capital funds amount to $9,267,985 and re- 
serves $696,077 after payment of the com- 
pany’s 100th dividend. 

Total resources of $93,814,000 are shown 
by the United States Trust Company com- 
pared with 89 million last quarter and 91 
million a year ago. Deposits total $63,197,000 
against $58,564,000 June 30th. 


sources 
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steadily, gives ample promise for 
the years ahead. 


A service made up of qualities, 
brought to their prime, and skill 
developed more and more with each 
succeeding year, is offered by The 
Fifth Third Union Trust Co. 
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NECESSITY FOR REDUCTION OF MUNICIPAL AND STATE 
EXPENDITURES 


NON-PARTISAN INVESTIGATION NEEDED 


J. H. BACHELLER 
President, Fidelity Union Trust Company, Newark, N. J. 


(Epiror’s Norte: 


The heavy burden of taxation due to municipal extravagance in 


public expenditures is well presented in an address by J. H. Bacheller before the Civic 
Association of Denville, New Jersey.) 


DAY there are many persons who 

cannot pay their taxes. Most munici- 

palities are making every effort to pro- 
tect these persons. No one wishes to apply 
pressure in the matter of taxes. But unfor- 
tunately—and many people do not realize 
this—there are others who are purposely de- 
laying payment of their taxes. It is proper 
to be fair and we do not want to be Shylocks, 
but municipalities cannot pay expenses un- 
less taxes are paid. The public demand has 
been for buildings and parks and projects of 
a non-income producing character. 3onds 
are issued for these projects and the main- 
tenance thereof must be cared for by taxa- 
tion. The interest which the city must pay 
depends upon the condition of the bond mar- 
ket at the time the bonds are issued and at 
times when the public is not buying invest- 
ment securities this may be high. The inter- 
est paid on these bonds adds largely to taxes. 
Entirely too many bonds have been issued by 
most municipal governments. The practice 
of heavy borrowing has been pernicious. But 
because of heavy borrowing and high rate of 
interest, the problem of reducing the tax rate 
substantially will be a most difficult one. 

I am going to give you figures relative to 
our little township of Denville. While these 
figures apply to Denville you will find that 
they apply practically to almost all the mu- 
nicipalities in New Jersey and elsewhere and 
in the state and national governments as well. 

The population of Denville in 1922 was 
1,205 persons and in 1932, 2,162. The tax 
rate in 1922 was $3.67 and the total amount 
of taxes levied was $33,060.41. The tax rate 
in 1932 was $5.88 and the amount levied was 
$177,085.16. The population in 1932 was not 
quite twice as large as in 1922, but the tax 
levied was over five times as large. In sepa- 


rating the expenses into two classes, one for 
education and one other than education, it 
appears that in 1922 the expenses for educa- 
tion amounted to $18,410.52 and in 1932 
$76,012.17. In 1922 the enrollment was 293; 
in 1932, 573 or about double, the expenses 
being over four times as much. The cost per 
capita of educating a child in 1922 was 
$62.83 and in 1932, $132.66. 

Expenses other than education in 1922 
amounted to $9,238.54 and in 1932 to $78,- 
539.70, or over eight times as much. In 1922 


J. H. BACHELLER 


President, Fidelity Union Trust Company of Newark, 
New Jersey 
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there was only a small temporary debt. In 
1932 the debt was $612,750, principally for 
schools and water. 

These figures are alarming and measure 
the increased cost of government. Is a 
child of today being so much better educated 
that it should cost twice as much to educate 
him or her as it cost in 1922? These in- 
creased costs are being paid by the taxpayers 
and the taxpayers’ income having shrunk 
these increased costs of government are be- 
coming a severe burden. 

It has become a hard problem to finance 
ou. municipal expenditure. People who buy 
bonds, whether they be banks, corporations, 
or individuals, like to know just how the 
business is being conducted in that munici- 
pality or corporation represented by the 
bonds. In those municipalities which have 
awakened to the fact of large costs and have 
sought to put their house in order, the bonds 
have had a fair market and the interest rate 
has been fair, but in those municipalities 
where the costs have been large and where 
those who govern have not awakened to this 
cost and attempted to put their municipality 
in order, the bonds are not desired at any 
rate. 


There has grown up an increasing prac- 
tice of temporarily financing municipal proj- 


ects by short term obligations. When 
the municipalities frankly admitted that they 
had no money to pay their short term obli- 
gations, this security received a 
black eye and out-of-town banks and institu- 
tions no longer wanted them at any rate of 
interest. Appeals were then made to the 
banks in the local municipalities, which here- 
tofore had taken a moderate amount of the 
short term municipal notes, to loan the mu- 
nicipalities money with which to pay the 
municipal obligations held ‘by the out-of-town 
institutions. Because of the 
the money situation and the shrinkage in 
deposits, the local banks found themselves 
utterly unable to loan the municipalities 
more money in order to pay off the obliga- 
tions held by the out-of-town institutions. 
Not only did this happen, but the municipali- 
ties finding themselves unable to collect their 
taxes in the same ratio as they had hereto- 
fore been collected, had incurred obligations 
which they expected to pay upon the re- 
ceipts of the taxes. The taxes not being paid, 
they were unable to meet these obligations 
and made additional appeals to their local 
banking people. 
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Depression has had some good _ effects. 
Since the war, the public demand has been 
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for improvements and advanced methods—of 
education, sanitation, fire and police protec- 
tion. No thought was given to costs. The 
management did no more than react to pub- 
lic demand. It did a good job and we have 
no right to find fault. 

The most constructive thing each of us 
can do today is to understand the situation, 
not as partisan politicians, but as owners of 
a cooperative business. 

Second, we can copy the method of other 
municipalities which have been successful in 
making the public “tax conscious.” That is, 
we can engage in a campaign of advertising 
and publicity to induce people to pay their 
taxes. 

Another practical plan is to appoint a 
non-partisan group of citizens to act as a 
committee for investigating and advising on 
the municipality’s financial affairs. 

The one principle which has 
sight of is that individuals, business and gov- 
ernment should spend only as their income 
will permit and until that fundamental is 
absorbed by us all, we are not making the 
successful effort to get away from the depres 
sion of today. 
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RICHARD M. SIMS, NEW PRESIDENT OF 
TRUST DIVISION 

At the thirty-seventh annual meeting of 
the Trust Division of the American Bankers 
Association held at Los Angeles, Cal., Rich- 
ard M. Sims, vice-president and trust officer 
of the American Trust Company of San Fran- 
cisco, was elected to the presidency for the 
coming year. 

Mr. Sims born at Rock Hill, South 
Carolina in 1873, graduating from the Uni- 
versity of South Carolina to enter the en- 
gineering field, which he subsequently left to 
become a member of the teaching profession 
in California, at the same time that he took 
up the study of law. Following several years 
in the practice of law and as assistant city 
attorney Mr. Sims joined the Mercantile 
Trust Company of San Francisco in 1909 as 
trust officer. Upon the merger of this insti- 
tution into the American Trust Company he 
became vice-president. 

In the American Bankers Association Mr. 
Sims has served as chairman of the Trust 
Division executive committee and during the 
past year as vice-president, in addition to 
duties as chairman of the trust section of 
the California Bankers Association. 

With each year the problems and oppor- 
tunities of trust service spread their roots 
more deeply into the fabric of the country’s 
welfare, and in carrying its standard as suc- 
cessor to the able Judge Hennings, Mr. Sims 
will have the cooperation of a splendid pro- 
fession. 


was 


THE HOME LOAN BANKS IN OPERATION 

With the opening during the month of the 
twelve district banks of the Federal Home 
Loan System, discount facilities, intended to 
parallel those of the Federal Reserve Sys- 
tem, will be available to the home mortgage 
institutions of the country, for the purpose 
of easing the position of members that re- 
quire liquid assets with which to make new 
loans and meet withdrawals, and stabilize 
the market for home mortgages as an aid 
to ownership of small homes, their building 
and improvement. 

\dvances are restricted to long-term mort- 
gages on residences valued below $20,000, to 
40 per cent of property value and 60 per 
cent of unpaid principal for mortgages of 
eight to fifteen years, 30 per cent and 50 
per cent respectively, for shorter terms, and 
only to member institutions, including build- 
ing and loan associations, savings banks and 
insurance companies, whose rate to borrow- 
ers does not exceed legal interest rate of the 
State. Direct loans to individuals are author- 
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ized under limitations, apparently as a spur 
to private mortgage lending institutions. 

Funds for these discounting operations is 
to come largely from public sale of deben- 
tures secured by the banks’ mortgage hold- 
ings. These debentures will be exempt from 
taxation by federal, state or local govern- 
ments, except as to surtaxes, estate, inherit- 
ance, and gift taxes, but are not to be direct 
obligations of the government. 

Each $100 debenture will be secured by ap- 
proximately $500 worth of real estate. Each 
bank must deposit in trust, home mortgages 
representing unpaid principal of $190 for 
each $100 of debentures issued. 

Debentures may not bear more than 5% 
per cent interest; the first issues will prob- 
ably bear a rate of 4 per cent to 4% per cent. 

Debentures will be acceptable by the banks 
at par in payment of any mortgage held by 
the banks. 

The 12 banks will be jointly and severally 
liable for all debentures issued by any of the 
banks. 

Total capitalization will be $134,000,000, 
varying from six to twenty million for the 
twelve banks, including subscriptions from 
members of 1 per cent of unpaid principal of 
home mortgages held by them, of which elig- 
ible institutions now hold about 20 billions. 
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SAM WELLER—CUSTODIAN 

An amusing and thought-provoking inci- 
dent from “Pickwick Papers” by Charles Dick- 
ens furnishes the theme for a most interest- 
ing leaflet distributed by the Royal Trust 
Company of Canada. The story is of a situa- 
tion typical of the “good old days” of Eng- 
lish life, when many a man’s fortune was in 
his pocketbook, subject to all the vicissitudes 
of chance and travel. Dickens, famous for 
his chronicling of human nature, pictures the 
alacrity with which Mr. Weller, guardian of 
his father’s money, relieved himself of its 
custody by imposing the responsibility on his 
friend Mr. Pickwick, without the formality 
of his consent. 

This is one of a series of illustrated leaflets 
by means of which the Royal Trust Company 
has created a widespread interest in .their 
various services, the text in this case being 
applied to their safe deposit and safekeeping 
facilities, in the following manner: 

“The fact is, sir,’ said Sam, with a bow, 
“the gov’nor’s been a-drawin’ his money.” 

“Wery good, Samivel, wery good,” said 
Mr. Weller. 

“as much as makes it,’ continued Sam, 
“eleven hundred and eighty pound,” 

“Indeed,” said Mr. Pickwick, “I am delight- 
ed to hear it, I congratulate you, Mr. Weller, 
on having done so well.’’ 

“This here money,” said Sam, “he’s anxious 
to put someveres, vere he knows it’ll be safe, 


Mr. PICKWICK AND MR. WELLER 
Discuss TRUSTEESHIP 
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and I’m wery anxious, too, for if he keeps 
it, he’ll go a-lending it to somebody, or in- 
vesting property in horses, or dropping his 
pocket-book down an airy, or makin’ an Egyp- 
tian mummy of hisself in some vay or an- 
other.” 

“Wery good, Samivel,’ observed Mr. Wel- 
ler, in as complacent a manner as if Sam had 
been passing the highest eulogiums on his 
prudence and foresight. “Wery good.” 

“Tt ain’t no use to me,” continued Mr. Wel- 
ler, “I’m a-goin’ to work a coach reg’lar, and 
ain’t got noveres to keep it in, unless I wos 
to pay the guard for takin’ care on it, or put 
it in vun o’ the coach pockets, vich ’ud be 
a temptation to the insides. 

“Tf you'll take care on it for me, sir, I 
shall be werry much obliged. P’rhaps it’ll go 
a little vay toward the expense of that ’ere 
conwiction.” 

With these words, Mr. Weller placed the 
pocket-book in Mr. Pickwick’s hands, and 
ran out of the room. 


BANKERS TRUST IN NEW 25-STORY 
ADDITION 

Wall Street witnesses another link in the 
dominating line of trust institutions that form 
its borders with the completion of the new 
trust company quarters adjacent to the “Tow- 
er of Strength’ at 14 Wall street. This will 
give a total ground area of 32,000 square feet, 
occupying over half a block in the heart of 
the financial district and is symbolie of the 
steady growth which the Bankers Trust Com- 
pany has enjoyed since its organization in 
1903. 

The September 30th statement shows a 
rapid rise in deposits to $598,229,079, a gain 
of $51,614,702 over June; an increase of un- 
divided profits from $26,847,848 to $27,007,564 
after payment of dividends; and total re- 
sources of $734,404,661, a gain of over 50 mil- 
lions. Capital funds of more than 102 mil- 
lions include surplus of 50 millions, and a 
contingent fund of five million is maintained. 
Cash and exchanges amount to over 124 mil- 
lions and government securities increased from 
$225,429,561 to $297,528,423. Estimated cost 
of the new building construction is placed 
at $29,742,920. 


The First National Bank and Tuolumne 
County Bank in Sonora were merged with 
the Sonora branch of Bank of America. This 
brought to the Giannini bank additional de- 
posits of approximately $3,425,000. 

Mr. Segerstrom became vice-president of 
the Bank of America, in charge of branches 
in the vicinity of Sonora. 





Legal Decisions and Discussion 


RELATING TO BANKS AND TRUST COMPANIES 
FRANK C. McKINNEY 


Member of New York Bar and author of ‘‘Trust Investments’’ 
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PANIES. 


SUBSCRIBERS ARE INVITED TO AVAIL THEMSELVES OF THESE FACILITIES WHICH ARE 


OFFERED FREE OF CHARGE AND INCLUDING REQUESTS FOR COMPLETE COPIES OF COURT DECISIONS. ] 


PROPER EXECUTION OF WILL 
(The courts are liberal in sustaining 
the validity of a will when it complies 
substantially with the requirements.) 

In the recent case of Beykufer, decided by 
Surrogate Wingate of New York, on Septem- 
ber 13, 1932, not only are the facts interest- 
ing but the decision sustaining the will shows 
that courts are liberal in their efforts to sup- 
port the validity of a will provided it com- 
plies substantially with the legal require- 
ments, 

The decedent was ill in a semi-private room 
in a hospital. She desired to execute a will 
and a niece presented to her duplicate copies. 
The decedent signed the original copy, but 
later rejected it because she was not satis- 
fied with the signature. She then signed the 
duplicate copy in the presence of two wit- 
nesses who had been called in. She requested 
the witnesses to sign the will and the dupli- 
cate paper was then executed by them in her 
presence. The witnesses said that they read 
the top line of the paper which set forth 
“Last Will and Testament of Beykufer.” 
They also stated that the decedent was over 
the age of twenty-one and competent to make 
a will and not under any undue influence. 
There was, however, indirect evidence that 
the testators requested the witnesses to at- 
test the document or declared that the docu- 
ment was her last will, The niece explained, 
that when the witnesses were at the bedside 
of her aunt, she stated to her aunt that they 
consented to act as witnesses to her will and 
her aunt replied, “Alright.” The court did 
not hesitate to decided that there was sub- 
stantial compliance with the statutes and 
that the will was valid. 

The decision by the Supreme Court of 
Michigan, September 16, 1932, in the Matter 
of Henry, further illustrates the extent to 


which the courts will go in their endeavors 
to uphold the wishes of testators. This case 
is unusual. 

The testatrix, Maggie Henry, sent the fol- 
lowing letter to her attorney: “Some time 
ago I had you make my will. I wish to 
change it as follows: All of my property, es- 
tate and holdings to be equally divided be- 
tween my son Archie, my daughter Myrtle, 
and my husband Thomas A. Henry, each to 
receive one-third of my entire estate, real and 
personal. Maggie Henry, X (Her cross), 
Bessie Yeager. Signed in presence of: Mrs. 
Bessie Yeager, Clara M. Whiting.” The ap- 
peal involves only the question whether the 
letter is testamentary in character and con- 
stitutes a codicil to the former will. It is the 
contention of the contestants that it is not 
a will; that it was merely a letter to her at- 
torney instructing him to redraft her former 
will in accordance with the suggested 
changes. The Court decided that the letter 
in question indicates that the testatrix in- 
tended by that means to dispose of her prop- 
erty to take effect after her death. “This 
court must accept the instrument for what 
it purports to be,” said the Judge.. “It 
names the beneficiaries, states what portion 
of the estate each shall take, and is executed 
with all the formalities required by the stat- 
ute. It is a valid will unless there is some- 
thing in its language showing that testatrix 
did not intend it to operate as such but in- 
tended it merely as an instruction to her at- 
torney in redrafting her former will. Her 
intention must be deduced from the paper 
itself. If she had intended it merely as an 
instruction to her attorney, it is unlikely that 
she would have executed it in the manner 
required by the statute for the execution of 
wills. It is possibly true that she intended 
her attorney to redraft the will, but that 
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not render the letter ineffective as 
a will. This letter having received her sanc- 
tion as her will would remain such until 
the redraft was prepared and executed. In 
form and substance it purports to be a co- 
dicil to her former will. It should have been 
admitted to probate with that will.” 


would 


LIABILITY OF GUARDIAN FOR LOAN OF TRUST 
FUNDS TO A BANK WITHOUT SECURITY 


(While a trustee may deposit funds in 
a bank to await investment, he may not 
invest in a savings account.) 


A guardian in North Carolina loaned over 
$8,000 of his ward’s funds to a bank at 6 
per cent interest without security. The bank 
failed and it was sought in the case of Bane 
vs. Nicholson (203 N. C. 104), to hold the 
guardian for the loss. The statutes of the 
state provide that a guardian shall lend upon 
bond with sufficient security. Applying the 
general rule that a deposit in a bank for a 
fixed period of time is a loan without se- 
curity, the court decided that the guardian 
was liable for the loss, although in lending 
the money to the bank at 6 per cent interest 
he had acted in the utmost good faith and 
with the approval of his bondman. 


COMMISSIONS OF EXECUTORS AND TRUSTEES 


(Double commissions where a corpora- 
tion or an individual acts both as execu- 
tor and trustee.) 


The question of double commissions to be 
paid to an individual or a corporate executor 
and trustee is clearly discussed in the Matter 
of Schliemann, recently decided by the New 
York Court of Appeals (259 N. Y. 497). The 
testator bequeathed his entire residuary es- 
tate to the People’s Trust Company in trust, 
to sell property and to invest and reinvest in 
mortgages, the income to be paid to the bene- 
ficiaries in accordance with the provisions of 
the will. The People’s Trust Company was 
also appointed executor. Later the People's 
Trust Company merged with the Nationa! 
City Bank and still later the National Cit) 
Bank and the Farmers’ Loan & Trust Com- 
pany merged. The principal question to be 
decided was as to the right of the People’s 
Trust Company and its successors to receive 
commissions both as executor and as trustee. 
The court decided that the People’s Trust 
Company and its successors should be consid- 
ered as one. In other words, the right to 
commissions was not affected by the fact 
that there had been mergers. After review- 
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ing various decisions and after discussing the 
duties of executors and trustees, the court 
decided that where one person is named as 
executor and also as trustee, there are clear- 
ly two distinct offices. Where the same per- 
son is performing the duties of both the 
executor and trustee, it is a difficult problem 
to determine the line of demarcation in the 
process of the administration of the estate, 
but nevertheless, that one person is entitled 
to his commissions as executor and his com- 
missions as trustee to the same extent as if 
separate individuals or corporations were 
performing the duties. In general, it is the 
duty of the executor to collect the estate, 
to pay debts and legacies, to file an account 
and to turn over the principal of the estate 
to the trustee; for this service a regular 
statutory commission is payable. The execu- 
tor is entitled to this commission at the time 
that he turns over the residuary estate to 
himself as trustee. Upon receipt of the resid- 
uary estate under the laws of New York, he 
is entitled as trustee to one-half of the statu- 
tory commissions and upon the ultimate dis- 
tribution of the estate, he is entitled to the 
remaining half of the commissions. 

The court points out that occasionally a 
testator, by the terms of his will, either 
specifies or clearly indicates that there is no 


trusteeship, but that the estate is to be held 
by the executor until a distribution is made. 
Usually, however, it is clearly the intention 
of the testator to differentiate between the 
duties of the executor and the trustee al- 
though the same person may be named to 
both offices and although the duties are more 
or less the same. 


TIME TO OBJECT TO TRUSTEE’S ACCOUNT 

(Failure to object to the account of a 
trustee at the proper time bars the right 
to object later.) 


A trustee filed his account in the proper 
manner and upon proper notice in a surro- 
gate’s court and the account was approved 
by the surrogate. Thereafter, objections were 
filed to the account, charging the trustee with 
negligence, and the case was appealed to the 
Appellate Division of New York. The Appel- 
late Division approved the account as filed, 
but at the same time reserved to the objec- 
tors the right to charge the trustee with neg- 
ligence for the acts which happened prior to 
the filing of the account with the surrogate. 
The Court of Appeals of New York (259., 
N. Y. 458) pointed out clearly that the trus- 
tee could not now be held for anything that 
occurred before the account was filed. 
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PRESENT STATUS AND FUTURE OF CORPORATE 
TRUSTEESHIP 


BUSINESS PRINCIPLES MUST GOVERN IN SUCCESSFUL CONDUCT 
OF TRUST SERVICE 


HOLMAN D. PETTIBONE 
President, Chicago Title and Trust Company 


(Epiror’s Nore: Accents of ripened experience give unusual interest and timely value 
to Mr. Pettibone’s survey of the present status and his vision of the future of corporate fidu- 
ciary service. His conception of corporate trusteeship is one that is based upon honest reward 
for skilled, responsible and faithful performance. He does not look upon the trust company 


as an eleemosynary 


institution but as responding to a definite need in the more complex 


economic, financial and social systems of the nation. “Trusteeship,” he says, “‘is a business 
to be effectively, honestly conducted by seasoned corporate trustees as a business and at a 


profit.’”) 


USINESS men are today engaged in a 

thorough-going, organized examination 

of methods, processes, results, objec- 
tives in their respective lines of endeavor. 
The trust field is no exception. It is a time 
when we quite naturally review, scrutinize, 
and define. Let us spend a little time to- 
gether getting our bearings in an ocean of 
trusts and in a forward look based on pres- 
ent soundings. By way of preface I may 
refer briefly to the origin of trusts, and to 
the development of private trusts with in- 
dividual trustees as a background for a more 
intimate consideration of corporate trustee- 
ship as we know it today and as we visualize 
its future. 


Origin of Trusts and Private Trusts 
Trusts in England, which serve as a basis 


for most of the trust law in the United 
States, were in the first instance mere crea- 
tures of ecclesiastical courts to enable re- 
ligious corporations to acquire real estate 
contrary to the statutes. Conceived as an 
artful device to circumvent a law which had 
become unpopular, trusts continued under the 
special and jealous protection of the court 
of chancery or ecclesiastical court which first 
recognized them, as distinguished from a 
court of law, in which latter court they were 
not recognized. 

In this technical mechanism the trustee 
was at first needed merely to hold title to 
real estate. Gradually there was added the 
duty of its management. But the chancery 
court never surrendered its sponsorship and 
control over the trust property and over the 


trustee. The trustee’s every act was sub- 
ject to court scrutiny and court review. He 
was charged with special duties and special 
responsibilities by the court. He was hedged 
about with restrictions and inhibitions and 
as a concomitant was given certain advan- 
tages in transactions with third parties who 
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must deal with him with more than usual! 
care. Unborn beneficiaries of the trust might 
later rise to plague the person who took un- 
due advantage of them through some impo- 
sition On or mis-step by the trustee. The 
first trustees were naturally relatives or 
close friends. They were not allowed any 
compensation, and in England acted largely 
in the management of landed estates and in 
the intimate personal affairs of the family. 


Development of Corporate Trusteeship in the 
United States 

Having taken a glance at the origin of 
private trusts in England with individual 
trustees, it will occur to you at once that 
corporate trusteeship in the United States 
has quite a different background. Corporate 
trusteeship has its roots in financial and 
business transactions. It was not the crea- 
ture of a court of chancery, although recog- 
nized in that court following the English 
practice. It developed in direct response to 
a demand from the business and financial 
world for the discharge by a permanent or- 
ganization of certain functions based on the 
law of trusts but free from the immediate 
and constant supervision of a court. 

A corporate trustee early became an essen- 


tial instrument in modern financing; a cor- 
porate registrar and transfer agent, and in- 
dispensable part of stock and bond transac- 
tions; a corporate escrow is taken for grant- 
ed by all parties to certain business dealings. 
Prior to the great expansion of corporate 
trusteeship, it is significant that the parties 
to a business transaction would insist on a 
bank officer as trustee or escrowee. That 
is still the common practice in smaller com- 
munities. The bank officer was selected, not 
because he was unusually handsome or be- 
cause he was the outstanding citizen, but be- 
cause of his familiarity with the basic prin- 
ciples, as well as the intricacies, of business 
and financial transactions. It was then but 
a short and very acceptable step to transfer 
the responsibility to the bank when it became 
qualified to act. 


Corporate trusteeship developed slowly. 
Not until during the past thirty years did 
the potentialities of the trust business be- 
come clear to many companies. In earlier 
years trusts were regarded as adjuncts to 
banking or other financial business. The 
trust department was looked upon as a “cus 
tomer’s helper” to be likened, for instance, 
to a travel bureau. Little or no fee was 
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charged: earnings from these activities were 
unimportant. Trust department personnel 
reflected this lack of earnings; standards of 
efficiency were not always high. 

Such a situation could not endure. Either 
those activities must be abandoned or they 
must be developed to a specialized and high 
standard, and thus properly made to yield 
a profit. They were developed, and in the 
course of development came the rapid expan- 
sion into the field theretofore occupied by in- 
dividuals rather than by _ corporations, 
namely; executorships, trusteeships under 
wills, and living trusts or family settlements. 
Responsibilities of corporate trustees in- 
creased in all directions. Institutions began 
to compete keenly with each other for this 
new business and corporate trusteeship em- 
erged in full attire. 


Present Status of Corporate Trusteeship 


In the latter days of this rush and tumble 
development, this sudden expansion, grievous 
errors have been committed. A small trust 
company in Chicago (since closed in an epi- 
demic of bank failures) concluded that it 
should render a complete family service to 
its constituents in a foreign neighborhood. 
Accordingly, it undertook to conduct litiga- 
tion for a fee and otherwise to do about all 
of the things which a trust company could do 
to transgress the statute and to offend an 
already sensitive bar. The Supreme Court 
of Illinois on application of Bar Associations, 
in a sweeping decision, took original juris- 
diction of the case, defined the practice of 
law, levied a fine, issued an injunction and 
established a precedent which, if followed, 
will in the long run put upon such courts 
heavy burdens, and lead lawyers, trust com- 
panies, and the public into a morass of mis- 
understanding. 

It is unfortunate that with its unques- 
tioned jurisdiction to determine, regulate and 
Cicipline those who may practice law, the 
Nlinois Court did not even censure the sal- 
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aried lawyers who made possible the corpor- 
ate misconduct. The leading trust companies 
of Chicago, prior to this decision, had joined 
in a statement of good business practices 
which met the approval of Chicago lawyers. 
The companies are adhering steadily to the 
tenets there set forth and today enjoy har- 
monious relations with the local bar. 


Trust Service and the Legal Profession 

There are many other cases in which either 
the trust company or lawyers, or both, have 
been at fault. The clashes have arisen 
largely out of the latest expansion of cor- 
porate trusteeship in the field of executor- 
ships, and trusteeships under wills and agree- 
ments. In earler days lawyers who examined 
abstracts of title to real estate resisted the 
innovation of title insurance companies guar- 
anteeing titles, as an invasion of their pro- 
fessional field. That day is past in the larger 
cities. Lawyers have found that title in- 
surance does not injure but protects them 
and is in the real interest of their clients 
who deal in real estate. They have accepted 
it and no longer desire examination of titles 
to real estate. 

Some lawyers have the mistaken notion 
that they have an inherent property right to 
act as executors and trustees under docu- 
ments of their own preparation and they as- 
sert that this right is being invaded by trust 
companies. On the other side, companies 
have in instances over-run the bounds 
of what they could properly do, and have in- 
vaded the sphere of the lawyers. But all 
of this is a passing phase; it will disappear 
when lawyers, corporate trustees and the 
public have gained a keener appreciation of 
the proper functions and the natural limita- 
tions of each other. The real problems of 
the trust business of the future lie in other 
directions. 


some 


Future of Corporate Trusteeship 
Corporate trusteeship is not all inclusive; 
it has definite limitations, just as there are 
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recognized limits to individual trusteeship. 
Individuals in the future will not be selected 
to any extent to act as sole trustees in long 
term, large, bond issues, nor as escrowees, 
nor as registrars or transfer agents. Nor 
will corporate trustees be likely to go very 
far in acting as secretary or treasurer for 
numerous clubs or other organizations. In- 
dividuals will continue to act as executors, 
guardians, trustees under wills, and receiv- 
ers. Why not, if the parties and the court 
want them? And in some cases it may be 
that beneficiaries will be better served by the 
individuals than by any available corporate 
trustee. 

There are single estates which are larger 
than many trust companies. Such estates can 
set up an adequate organization under special 
circumstances to function in much the same 
manner as a corporate trustee. I am not say- 
ing that a corporate trustee could not do as 
well or better; but merely that in a given 
case certain individual trustees may do as 
well as or better than a given corporate trus- 
tee. There is room in certain activities for 
both corporate and individual trustees under 
present conditions. Several factors will de- 
termine which predominate and in what ac- 
tivities. 


Recognizing Trusteeship as a Business in 
Itself 
The simple fact upon which the future of 


corporate trusteeship must be based is the 
Tecognization that trusteeship is a business, 
in itself. It is not an adjunct, not a con- 
venience department, not a part time job, 
not an incorporated profession, not a friendly 
or family duty. It requires the undivided at- 
tention of a trained organization operating 
a business; the business of being trustee. 
Individual trustees are prone to be at one 
extreme or the other in administering a trust. 
Either their zeal or ignorance leads them to 
overstep the proper bounds of trusteeship 
or they struggle along, ineffective, hiding be- 
hind or chafing at restrictions they do not 
comprehend. An individual trustee is con- 
stantly confronted with the necessity of 
making decisions affecting his trust and at 
the same time affecting himself. While this 
is also true to a certain extent, at least 
theoretically, with corporate trustees, a cor- 
porate trust officer can be pretty well de- 
pended upon to take a more detached view 
than the average individual trustee. 

A person desiring to create a trust has at 
most a very limited selection. among indi- 
viduals. Reasons wihch impel the creation 
of a trust frequently negative the availabil- 
ity of a member of the family. Only one or 
two unrelated individuals will measure up to 
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the requirements and be available. Even so, 
the creator of the trust has very likely had 
no experience with the individual so selected, 
acting as a trustee. The acquaintance has 
grown out of some social or business contact 
unrelated to trusteeship. It has afforded lit- 
tle or no opportunity to judge abilities in a 
trust capacity. 

Recently I had occasion to discuss a pro- 
posed reorganization of a defaulted real es- 
tate bond issue with a protective committee. 
Certain members of this committee, who were 
also bondholders, contemplated becoming 
trustees to manage the reorganized property 
for all bondholders, most of whom were 
strangers to each other. These men planned 
to be paid, only nominally if at all, for their 
services as trustees. They also intended to 
purchase interests of the scattered trust ben- 
eficiaries from time to time for their indi- 
vidual account, thereby averaging down their 
own costs. 

They are honest, respected business men. 
When the practical and legal difficulties of 
their position were pointed out, they could 
not appreciate that their well intentioned ef- 
forts would be subjected to the most critical 
serutiny and that a trustee deals at great 
peril when he attempts to trade with the ben- 
eficiaries of his trust. These men had not the 
slightest comprehension of trusteeship as a 
business. It was merely something any one 
can take a hand at if occasion arises. These 
same men, and many others, would display 
like ignorance administering a trust for a 
relative or a friend, or in selecting a trustee 
for their personal affairs. 


Trained Personnel for Varying Trust 
Assignments 


If trusteeship is to be conducted as a busi- 


ness, a trained personnel is required. One 
educated as a lawyer, engineer, accountant— 
and these three professions are not selected 
at random—has much to learn to be a good 
trust officer. He must know human nature; 
he must have tact, patience; he must have 
business acumen; he must have administra- 
tive ability: he must have creative imagina- 
tion. Certainly he must know the limitations 
of his authority, but he must not use these 
limitations as an excuse for lack of inde- 
pendent thought and effort. 

In most types of trust work there must be 
one person educated in law; in other types 
the training required is engineering, account- 
ing, finance, investment, or property manage- 
ment, and in every type of trust work and 
transcending all else in importance, there 
must be skilled executive direction. The fact 
that this personnel is made up in part from 
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different professions does not connote an in- 
corporated practice of those professions. I 
know that my education as a lawyer enables 
me to make distinctly better selections of 
lawyers for particular assignments and more 
intelligently to judge legal problems and le- 
gal results. That education in itself does 
not assist me in like manner to make a 
choice among engineers or to judge an en- 
gineering problem or an engineering result. 
But the education of the engineers of our 
staff enables them to do the same things in 
their own field. And so it goes with each 
profession or special field of activity. 

Over a period of years a well organized 
trust company should have on its staff men 
especially educated and trained for the dif- 
ferent assignments coming to the company, 
making available in the aggregate a breadth 
of knowledge and experience not possible in 
one individual or in a group of individuals 
haphazardly selected for one special trust 
assignment. 


Scanning Operation Profits More Closely 
We have appreciated the obvious advan- 


tages of corporate trust organization just 
mentioned, but I wonder if we have an equal 
understanding of the less obvious fact that 
these very advantages hold within themselves 
the seeds of their own destruction. Spe- 
cialization and organization, after all, are 
not the end; they are merely the means to 
the end of effective trust administration. 
Specialization overdone destroys initiative, 
responsibility, breadth of view, and fails to 
produce adequate executive direction from 
the ranks. 

No amount of organization can serve as 
a substitute for thoroughly trained, broad 
rauged, smart individual trust officers. To 
obtain these officers the raw material must 
be good, and there must be adequate induce- 
ment to strive for the top positions. And by 
inducement I mean, among other things, 
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financial reward. I question whether trust 
salaries have been adequate to command the 
best available talent. Salaries have been too 
low frequently because profits of trust activi- 
ties have been small. This is in part a ques- 
tion of adequate fees; in part a matter of 
effective administration. 

In the future the successful trust manager 
must keep his eye on operating profits to a 
greater degree than heretofore. This will 
not necessarily mean larger gross fees, al- 
though that is undoubtedly the only cure in 
some lines of work. If custodianship of se- 
curities for individuals or agency accounts, 
as examples, are to be regarded hereafter as 
a desirable trust company activity per se 
many companies will be forced either to in- 
erease the present fee or reduce the atten- 
tion and lessen the responsibility of the trust 
company. Otherwise, that department of the 
business will continue to drain off profits 
from other activities. 

Effective administration means not only 
administering a trust well from the view- 
point of the beneficiaries, but it also means 
that the administration results in a net profit 
to the trustee on the handling of each indi- 
vidual trust. Otherwise, there is no sufficient 
reason, except charity, for taking the assign- 
ment. 


Selectivity and Cost Accounting 

There must be selectivity in accepting trust 
business. Each corporate trustee must decide 
what business it can handle with profit to 
itself. If a living trust under $50,000 in 
value cannot be handled to the satisfaction 
of the customer and with profit to the trustee 
under a policy of separate individual invest- 
ments for each separate trust, then the trus- 
tee must either find another method, such as 
a common fund, or decline the business. 
Some trusts should be declined because of the 
character of the assets proposed to be turned 
over to the trustee. Some may be accepted, 
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but with an agreement for extra compensa- 
tion for unusual difficulties. Standard fees 
should not apply to accounts with non-stand- 
ard assets. We must also decide in each 
ase whether we are willing to share our 
responsibiilty with a co-trustee. 

Cost accounting has hardly stepped out of 
its “swaddling clothes” in the trust business. 
The future will apply more extensive ac- 
counting tests. Trust business as a whole 
must stand on its own base. All costs, re- 
serves and losses attributable to operating 
the trust business must be covered by fees 
received, Each trust activity must have al- 
located to it all proper receipts and expenses ; 
otherwise we are in the dark as to our profits 
or losses from each source. Possibly a new 
feature of that accounting will be to deduct 
from gross fees substantial reserves for un- 
foreseen contingencies, including losses on 
trust investments. 


“ 


Operating a Reserve Fund to Protest Trust 
Investments 


My company, in 1925, essayed a departure 


from current practice by setting aside a fund 
to make good losses on certain interest bear- 
ing trust investments. Some securities en- 
titled to the protection of that fund are now 
affected by a technical or serious default. 


Because of problems which have arisen, par- 
ticularly an inability to admeasure the actual 
loss on individual securities at a time of 
world-wide business catastrophe and whole- 
sale default, we have not yet made any pay- 
ments from the fund. 

This plan of ours, although it has provoked 
inquiry from every state and from abroad, 
has been assailed vigorously by some trust 
men. Whatever its merit or demerit, these 
things are definite. First my company has 
put $2,000,000 of its own money between its 
trust beneficiaries and loss on certain trust 
investments made by it, which sum it stands 
to lose before any beneficiary of a Protected 
Trust sustains a loss: second, the fund was 
directly responsible for a large increase in 
the division of our trust business affected by 
it, namely, living trusts and trusts under 
wills. Even though this particular plan may 
be regarded as defective, inadequate, un- 
sound; nevertheless the underlying idea and 
objective may be sound and of great import. 

We have talked about the skill, perma- 
nence, and financial responsibility of corpo- 
rate trustees. I submit, that if we could add 
to these, some concrete assurance, not only 
that the trustee would exercise great care 
in investing the funds of a trust estate, but 
that if nevertheless an investment proves un- 
fortunate, the beneficiary could look to some 
pool or reserve to which he with others had 
contributed, the day of the individual trustee 
would be over, and many trusts would come 
into being which otherwise would be unborn. 
Investment policies and results still consti- 
tute an outstanding problem for all trustees. 


Trust Advertising and Solicitation 


Our concluding consideration of corporate 
trusteeship has to do with advertising and 
the solicitation of new business. There are 
those who would prohibit solicitation of cer- 
tain types of trust business such as executor- 
ships, by any means, including advertising. 
Some of us are yet unconvinced of the last- 
ing values of high pressure, emotional selling 
of trust business. In fact, some of us be- 
lieve that it is not only ineffective and of- 
fensive but also that the business resulting 
is unsatisfactory, 

We do, however, believe emphatically that 
we have a right to tell the public the truth 
about our business. Just plain facts. No 
advertising can in the long run save a busi- 
ness if the product is not as advertised. Not 
everyone needs a trust, not every situation 
will be well served by a corporate or any 
other trustee; some trusts should endure for 
short rather than long periods; there are lim- 
itations to effective and profitable corporate 
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trust activity. Not only must we decide what 
things we can do well and do them; our talk 
about our work must be sensible and accu- 
rate. 

Why do some corporate trustees continue 
to preach and preach about “service to the 
community’? <As if we were eleemosynary 
institutions. Why do we persist in talking 
about our “clients” and about the “ethics” of 
trusteeship? Trust beneficiaries are just 
plain customers of a respectible, forthright, 
business house; a trust company. And our 
“ethics” are the same brand which cause a 
druggist to use exactly the drug prescribed 
by a physician, Of course, our standards are 
different from those of soldiers or from doc- 
tors or jewelers. But they are nevertheless 
merely standards suitable to our line of 
business. 

In almost every community there is need 
for some qualified trustees. In the larger 
cities only corporate trustees can possibly 
equip themselves to meet the demands. No 
one individual can at the same time acquire 
the necessary training and make _ himself 
available for an indefinite number of widely 
different assignments over a period of years. 
Permanence, financial responsibility, public 
but not court supervision, experience and or- 
ganization are indispensable attributes of 
trusteeship. 

From a beginning as a technical device, 
trusts have developed into instrumentalities 
of trade, commerce, finance and family or 
community life. Trust law, with a sound 
base, is undergoing constant modification 
keeping abreast with the enlarging activities 
of trustees. Trusteeship is a business to be 
effectively, honestly conducted by seasoned 
corporate trustees as a business and at a 
profit. 


NEW TRUST COMPANY APPLICATION 


Plans for an institution under the name of 
the Pilgrim Trust Company of Boston have 
been filed with the Board of Bank Incorpora- 
tion by George B. Wason, Allan H. Sturges, 
J. Henry Miley et al. Messrs. Wason, Stur- 
ges and Miley have a long record of trust 
company service, beginning with the old Lib- 
erty Trust Company and following through 
the mergers that culminated in the Atlantic 
National Bank, since taken over by the First 
National Bank of Boston. 

The petition proposes capital of $300,000 
and surplus $150,000, with probable location 
in the vicinity of Washington and Court 
streets, and election of Mr. Wason as chair- 
man of the board, Mr. Sturges as president 
and Mr. Miley as vice-president. 
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FEDERAL RESERVE BANK OF PHILA- 
DELPHIA TO HAVE NEW FACADE 
AND EXTENSION 


Work has started on the construction of 
the new building for the Federal Reserve 
Bank in Philadelphia. The ground for the 
new project was broken September 16th, and 
the new building will be ready for occupancy 
in January, 1934. 

The plans, which were drawn up by Paul 
Cret, prominent Philadelphia architect, in- 
volve the erection of an addition to the pres- 
ent structure located at Tenth and Chestnut 
streets. However, to produce an uninterrupt- 
ed, unified facade, it will be necessary to re- 
build the front of the old building. The pres- 
ent building will not be changed otherwise. 
and will thus serve as a nucleus for the com- 
pleted structure. 

The design of the new facade will follow 
the restrained Doric style, the beautiful sim- 
plicity of which, it was felt, would be worthy 
of the dignity of this institution. The ex- 
terior, which will face on Chestnut street, 
will be executed in Vermont marble and con- 
sist of a bold colonnade of twelve square 
piers surmounted by a cornice and a sethack 
attic above. The windows and doors will be 
of ornamental bronze, the windows protect2d 
by bronze grilles. The exterior will not be 


unlike the architecture of the early American 
republic, a design especially appropriate to 
Philadelphia. 

The main banking room to the west of tbe 
entrance hall is separated from it by bronze 


windows and grilles, It will be 2 large room, 
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approximately 102 feet long by 56 feet wide 
and with a maximum height of 32 feet, iight- 
ed on three sides by large windows. it will 
have a large central area surrounded by a 
colonnade of square marble piers. The cen- 
tral area is the public space, and is separated 
by a marble and bronze railing from the 
‘ashier’s section. 
Main Banking Room 

The offices of the governor, the deputy 
governor, the secretaries, a waiting room, 
and a conference room will be situated along 
Chestnut street. At the other end of the 
main banking room, or the north side, will 
be located the offices of the Federal Reserve 
agent, secretaries and assistant Federal Re- 
serve agents and statistics departments. The 
walls of this room are to be built of stone, 
the columns being of red Levanto marble 
with carved caps and stone cornices above. 
The ceiling is to be of plaster with the 
great seal of the United States in the center. 

The work of the Federal Reserve Bank 
will continue in the present quarters during 
the building operations. The new building 
and the alterations will cost $835,000. 

BANK ACCOUNTABLE FOR LOSS 

Ruling that a bank is accountable for mis- 
appropriations of trust funds on deposit by 
an official of the bank, the Supreme Court of 
Georgia reversed an appeal September 26th, 
from the Tattnall Superior Court, where a 
suit for P..L. Burkhalter and others, against 
the Peoples Bank had been dismissed on the 
demurrer. 





IMPOSING DorRIC FACADE OF THE FEDERAL RESERVE BANK OF PHILADELPHIA, AS IT WILL APPEAR 
WHEN COMPLETED IN JANUARY, 1934. 
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GEORGIA BANKERS ADOPT 
BANKING PROGRAM 


The Alabama-Georgia Bankers Associations 
recently adopted a program for increasing 
the efficiency of banking institutions within 
the States. According to announcement, this 
program has resulted in increased earnings 
up to 30 per cent per annum; average earn- 
ings reported for the participating banks are 
7 per cent. 

Points of the program include service 
charges on unprofitable accounts, checks 
drawn against insufficient funds, and on notes 
allowed to run overdue. Exchange on out- 
of-town checks cashed by non-customers, lim- 
itation of interest on time and savings de- 
posits, statements of assets and liabilities 
from all borrowers in excess of $500 and the 
establishment of credit bureaus for the inter- 
ehange of information between banks to fore- 
stall duplicate and multiple loans. 


Roy M. Huff, assistant trust officer of the 
First National Bank & Trust Company of 
Tulsa, Okla., will be a speaker on the pro- 
gram of the Mid-Continent Trust Conference 
to be held in Milwaukee, November 17 and 
18, 1932. His subject will be “Living Trusts.” 


J, M. EASTON 


Advertising Manager, The Northern Trust Co. of Chicago, 
who was Chairman of the Attendance Con mittee at the 
recent very successful F. A. A. Convention in Chicago 
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AGNES KENNY 


Manager, Women's Department of the First Wisconsin 
National Bank of Milwaukee, who has been elected 
president of the Association of Bank Women 


Grace S. STOERMER 


Assistant Vice-president, Bank of America N. T. and S. A., 
who presided as retiring President of the Association of 
Bank Women 





OBTAINING NEW TRUST BUSINESS UNDER PRESENT 
CONDITIONS 


NO LET-DOWN 


OF PRIMARY IMPORTANCE 


ALLAN B. COOK 


Vice-president, Guardian Trust Company of Cleveland 


(Epiror’s Note: In the accompanying very able discussion Mr. Cook voices the need 
for continued confidence in prospects for the future and the need of continuous zeal and 
unremitting effort in continuing to place before prospective clients the value of services 


offered.) 


H what's the use of soliciting trust 
business today? ‘The public have lost 
confidence in banks. Nobody has any 
anyway. Hard times are here to 
stay.” These remarks and similar state- 
ments represent the trend of thought of a 
goodly number of trust officers as evidenced 
by their current operating policy, their con- 
versation and the articles some of them have 
written for publication in financial periodi- 
eals during the past year. 

For them there is only one remedy—change 
of scene in the form of a new field of en- 
deavyor. Having lost confidence in them- 
selves and the trust idea generally, such in- 
dividuals are no longer fitted to serve the 
public properly. They constitute a liability 
to our profession and should properly be 
numbered among the casualties of the period 
of depression. 

Fortunately for the general public and for 
the banking fraternity, the great majority 
of trust officers throughout the nation have 
not lost confidence either in themselves or 
the service they are rendering. They know 
that modern trust service is by far the best 
solution to a variety of personal financial 
problems. They are convinced that an even 
greater need exists today and in the years 
ahead for the corporate executor and trustee. 
For most trust department executives then, 
the problem is not whether sales effort should 
be exerted to interest prospective customers 
in fiduciary matters but rather a matter of 
how such sales effort may be handled in 
order to get the largest possible return from 
it. They wish to know how the cost of de- 
veloping new personal trust business can be 
made to yield proper profit for a bank. 


The Use of Solicitors 
This brings us then to the old argument 


money 


between two radically different schools of 
thought, one of which contends that it is 
unethical to solicit trust business while the 
other maintains that direct selling of trust 
department services is entirely proper as 
well as profitable. The Guardian Trust Com- 
pany for many years has been enrolled 
among that group which holds tenaciously to 
the belief that systematic selling year by 
year, is of real benefit to the community as 
well as to the bank. 

It has been our practice at the Guardian 
for the past eight or ten years to develop 
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as solicitors for the trust department, young 
men of the university type who show a nat- 
ural aptitude not only for selling but for 
trust activities. In each instance these men 
have been thoroughly grounded in the funda- 
mentals of the personal trust services the 
bank renders. In addition each of them has 
served a period of apprenticeship in the Busi- 
ness Development Department, actually sell- 
ing general banking service for a year or 
more. Thus they have learned how to meet 
prospective customers in a pleasing way. 
Actual experience has taught them how to 
present the bank story in a convincing man- 
ner. Last but not least, they have developed 
the ability to think quickly and clearly when 
confronted with arguments which may be 
offered by such prospects in opposition to the 
ideas presented them. The records made by 
potential trust solicitors during the period of 
apprenticeship demonstrated the fitness of 
these men for the more difficult task which 
is now theirs. 


Youth a Real Asset in Selling 

Our experience makes us feel that young, 
aggressive men of attractive personality and 
physique and a good cultural background can 
do a better job for us because of their energy 
and enthusiasm than can men of middle age 
or more. The fire of youth is needed in the 
daily grind of calling upon prospect after 
prospect. The indomitable spirit of youth is 
required to meet and not be defeated by dis- 
couragements galore. The tenacity of youth 
is the weapon which wears down the pros- 
pect’s procrastination. Selling trust service 
is by no means the well-known life of Reilly. 
It may be best described as a constant bat- 
tle with human nature and the foibles and 
fancies with which mankind is beset. 

The opinion may be advanced that the dig- 
nity of gray hair is necessary to stimulate 
confidence on the part of the public, or that 
legal experience of half a lifetime is a requi- 


site for successful trust solicitation. On both 
points the answer is “No.” For the trust 
solicitor, if unable to persuade the prospec- 
tive customer to sign a will or trust agree- 
ment, has recourse to the dignity and the 
experience of the vice-presidents in charge 
of the trust department. Such prospeetive 
customers are invited to confer with these 
executives, preferably in the bank, and the 
business is usually closed in this fashion. 

Realizing the value of some general knowl- 
edge of law and a thorough understanding 
of that portion of it in which trust depart- 
ments are directly interested the Guardian 
has required each trust solicitor to take the 
full four year course at a night law school. 
All of them were graduated with a high 
scholastic ranking. All of them passed the 
Bar examination and have been admitted to 
the practice of law in Ohio. All of them 
realize, however, that the bank does not ex- 
pect them to ‘be legal experts and that the 
policy of the institution calls for the refer- 
ence of such problems to counsel. 


How to Analyze Your Market 

And now a word as to market analysis. 
The method used by the Guardian is inex- 
pensive and complete without creating a bur- 
densome mass of detail. Lists such as the 
membership rosters of the Chamber of Com- 
merce and of leading clubs have been used 
as sources for information. The bank has a 
complete record of all local firms and cor- 
porations of any size and from it have been 
culled the names of executives. From such 
sources there has been created a group of 
names of several thousand individuals whose 
evidence of worldly goods lends credence to 
the belief that they should be truly interested 
in the trust idea. These names are typed 
alphabetically on individual cards showing 
also the address and business connection. The 
eards are then referred to the bank’s central 
file to ascertain what business, if any, each 
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individual does with the Guardian. Thus all 
available information is at the disposal of 
the trust solicitor before he approaches the 
prospective trust customer. After each call 
a brief but pertinent note is made on the 
proper card and the matter is tickled for the 
necessary follow-up. In due course the tickler 
pops out of hiding and a further eall is 
made, to be noted and retickled in the man- 
ner described. Ultimately the prospect is 
converted into a customer, or if the case is 
hopeless, his card is placed in the “dead” 
file. 

Year by year new prospective trust cus: 
tomers come into being. Year by year men 
and women who formerly could be so classi- 
fied, meet with death or financial reverses. 
This constant change makes it impossible for 
any bank to say truthfully that it has com- 
pletely covered its market. 

Periodically new analyses must be made 
in order to make a trust list current and 
thus of real value. Particularly after a pe- 
riod such as this nation has experienced re- 
cently a thorough revision of the trust list 
is warranted. ‘Since 1929 these has been in 
process a redistribution of wealth, much of 
which within the next two or three years 
will turn up in unexpected hands. 


What Is the Easiest to Sell? 


Our records show that under normal con- 
ditions wills, insurance trusts, living trusts 
and business insurance trusts can be sold 
most easily in the order in which they have 
been named. Today, however, wills still 
make the widest appeal but insurance trusts 
are almost as difficult to sell as living trusts 
were formerly. 

This greater sales resistance on the part 
of the public to insurance trusts arises from 
its fear of banks due to the large number of 
failures in 1930, 1931 and the early months 
of 1932. Then, too, some insurance agents, 
thinking that they were acting in the best 
interests of their customers, have been urg- 
ing policyholders to place their insurance on 
a monthly income basis. ‘Such work by in- 
surance agents has resulted in the cancella- 
tion of some insurance trusts and has pre- 
vented many new agreements from being 
signed. As the aura of fear is dispelled—and 
it has diminished rapidly in recent months— 
this form of competition from underwriters 
will decline. In some instances, however, 
trust companies may expect active competi- 
tion from certain insurance companies and 
from certain disgruntled underwriters. On 


475 


lite 


HANOU0LLUOADONALUOONAA0NLU000GLU0LLEOUOLLAAUUOOEESLSOONEOELSUAUOULLOGLLEG4CU000400000000EROUAOOUOAGOUUAOOOOUOUOOALOSAAEOSOMA0EELG AOU UOMO N AEE 


SANQ000000000000000000000000NNENETUHHATOEEOOUANEEOOOAGEE AOU AEE OANA 





TRUST COMPANIES 

















NORTHWESTERN 














SINCE 188 3a 


SINCE 1883 this old reliable 
Trust Company has served the Trust 
Companies and Banks of the United 
States who have estate problems 
in the Northwest. 


MINNESOTA LOAN & TRUST COMPANY 


Affiliated with NORTHWEST BANCORPORATION 


GREAT BANKING 
UTION 


BANK BUILDING es 











MINNEAPOLIS, 
MINNESOTA 









































{L 








the whole, however, we are to be congratu- 
lated that insurance men of the better type 
have not wavered in their support of the 
trust idea even during the darkest days of 
the recent past. As the bond and stock mar- 
kets registered improvement in the price of 
securities, the interest of owners in life is 
stimulated. The dawn of better days creates 
the desire to save as much from the wreck- 
age as possible and to reinvest it soundly. 
The arguments for a living trust, therefore, 
make an appeal to day which was lacking 
some months ago. A sense of investment im- 
potence has been created in many people who 
in 1929 thought themselves financial wizards. 
Such people now are ready for the conserva- 
tive counsel of a trust department—thus cere- 
ating a new market for the living trust. 
The business insurance trust, however, is 
likely to be slower in its revival for two rea- 
First, this form of protection was ac- 
tually in its infancy in 1928 and 1929 and 
lacked the recognition which is generally ac- 
corded to the ordinary form of life insurance 
trust. Secondly, during periods of dwindling 
profits or of narrow margins of profit many 
business executives feel that such insurance 
entails an unwarranted expense for what 
they might call a luxury purchase. Further 


sons, 


education of the public by both trust and 
insurance companies regarding the merit of 
business insurance trusts is desirable. Mis- 
sionary work of this nature during several 
years of increasing prosperity will unques- 
tionably create a wider market for this form 
of trust service than has ever existed be- 
fore. 

How to Sell Under Present Conditions 

And so we come to the real center of in- 
terest, what methods have been productive 
of new trust business during the past year 
or more? Are there any unique sales argu- 
ments which will overcome depression psy- 
chology? In the experience of the Guardian 
there are no unusual methods or arguments 
which will perform results bordering on 
magic. 

Our solicitors have done more leg work 
and have driven their cars more miles per 
week in recent months than ever before. They 
have seen more prospective customers each 
day than in any previous period. They have 
adapted their arguments for trust service to 
meet the economic conditions which have 
been current month by month. They have 
answered criticism of trust service intelli- 
gently and have thus dispelled erroneous im- 
pressions present in the minds of prospects. 
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They have been stressing primarily the 
fact that modern trust service is the best 
practical answer to many financial problems 
of individuals which man has yet been able 
to devise. Our trust representatives have 
carefully avoided any overstatement regard- 
ing the benefit of any form of trust. They do 
not claim that trust portfolios have come 
through the storm without a temporary 
shrinkage in market value. They do say, 
however, that trust investments have shown 
to better advantage in the main than simi- 
lar investments under control of individuals. 

In other words, untiring effort day by day, 
plus sound common sense and truth are the 
best tools for any trust department in times 
such as those through which we have gone. 
Our volume of new business has shrunk in 
comparison with the happier years, but it is 
our guess that the Guardian's percentage of 
the total of new business has been main- 
tained. A few figures regarding the produc- 
tion of our solicitors may be of interest. The 
following schedule assumes that the average 
production per man in 1928 is normal or 
100 per cent and the comparisons for suc- 
ceeding years are each based upon the re- 
sults for that year. 

Tnsurance Living 

Years Wills Trusts Trusts 

1928 100% 100% 100% 

1929 116% 113% 140% 

1930 91% 90% 140% 

1931 TI3B% 5S% 140% 

1932 SO% 34% 170% 

It will be noted that the turn for the better 
has taken place in both wills and living 
trusts while the insurance trust volume is 
running at low levels. The greatest stability 
for the period under review has been shown 
by the living trust. 


Sound Selling Must Carry On 

In econelusion, this thought is offered. A 
sound sales and advertising campaign when 
once established should be carried on year 
by year with only those minor alterations 
Which changing conditions may require from 
time to time. Such a campaign should be 
pushed aggressively in dull as well as good 
times. It is unwise at any time to attempt 
to evaluate annual results by any formula 
designed to convert wills and insurance 
trusts into a theoretical earning for the year 
during which they are signed. Such busi- 
hess should be judged entirely by its actual 
and potential quality, inasmuch as trust de- 
partments are dealing very largely in futures. 
For that reason a bank should be willing to 
invest every year a reasonable sum in sales 
effort. 
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FIRST WISCONSIN NATIONAL TAKES 
ADDITIONAL BRANCHES 

The Bay View National and the Sixth Wis- 
consin National banks have recently become 
branch offices of the First Wisconsin National 
as a further move by the First Wisconsin 
National to change its national charter banks 
in Milwaukee from group banks to branches. 
The new branches will be known as the Bay 
View office and the Sixth Wisconsin office. 

The addition of these two new branches 
gives the First Wisconsin seven branches 
in Milwaukee and will be followed by the 
conversion of the Northwestern National 
from a group bank to a branch. Total re- 
sources of the Bay View at the time of the 
report to the controller on September 30th 
were $2,205,951 and those of the Sixth Wis- 
consin, $1,497,428. The change of putting the 
resources of these group banks with that 
of the parent bank gives the First Wisconsin 
National Bank resources of $168,919,991. 

The first action of the First Wisconsin 
National to change group banks within Mil- 
waukee to take advantages of economy in 
operation and consolidation of control was 
in the National Bank of Commerce. The 
ruling by the federal banking authorities was 
that since the last Wisconsin legislature let 
down the bars prohibiting branch banking in 
letting state banks have receiving stations 
the national banks could have branches with- 
in a city without complying to the exact pro- 
visions of the state law. 

The Bay View National is a consolidation 
of the former Bay View bank, which was 
established in 1903 at the corner of Kin- 
nickinnie and Lincoln avenues, and the Me- 
chanics National Bank which was established 
by the First Wisconsin in 1927. The two 
banks combined in 1930 and since then have 
occupied the quarters of the former Mechan- 
ics National Bank at Kinnickinnie and Rus- 
sell. The bank, as a First Wisconsin branch, 
will be in charge of A. H. Lambeck as man- 
ager and W. E. Morris as assistant manager. 

The Sixth Wisconsin National Bank was 
established by the First Wisconsin in 1925, 
and occupies quarters in the Carpenter build- 
ing. As a First Wisconsin branch it will 
be in charge of J. K. Edsall, manager, and 
Edward Heckl, assistant manager. 

Both banks are units of the Wisconsin 
Bankshares Group. 


R. M. Fible, Jr., vice-president of the Lib- 
erty Bank & Trust Company of Louisville, 
Ky., has been elected a member of the board 
of directors and, at the same meeting, the 


assistant vice-president W. L. Borgerding, 


was made a vice-president. 
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ADVERTISING IN PASTELS 

When a trust company consistently issues 
such original and interesting advertising as 
that put out by the State-Planters Bank & 
Trust Company of Richmond, we expect much 
from each new series. Expectations are more 
than justified in the latest publicity litera- 
ture issued by this bank, which is being pro- 
duced by Hawes Coleman, Jr., and is in the 
form of strikingly attractive booklets being 
mailed to bank clients as trust prospects. 

The series is most charmingly gotten up 
in the form of large-sized two-page folders, 
in two- or three-color effects in pastel shades 
on cream art paper, designed not only to 
invite the eye but also graphically to illus- 
trate the advantages of corporate adminis- 
tration of an estate from the standpoints 
both of safety and of ultimate saving to de- 
pendents, the necessity of will-making, the 
benefits of the life insurance trust agreement 
in making available a more or less fixed in- 
come to the beneficiaries of an estate, and the 
advantages of corporate property manage- 
ment either of a living trust or of an estate. 

The folders created by Mr. Coleman are 
primarily designed to appeal to the layman 
or woman with little knowledge of the serv- 
ices which are rendered by a corporate fidu- 
ciary; two of them, for instance, portraying 
pictorially in delicate shades of salmon-and- 
blue or other colors to appeal to the feminine 
eye, the possibilities under a will especially 
drawn to meet particular requirements of a 
family under settlement of an estate, and 
the disadvantages where such a will is lack- 
ing. 

Other folders designed for the sturdier 
masculine taste are equally appealing both 
as to make-up and advertising content. 
“Troning Out Income Fluctuations” and 
“Paying for Property Management” are two 
of the latter which will have a wide appeal 
to the busy man of affairs. 


COUNTY TRUST REDUCES CAPITAL 

Because of the prevailing low money rates, 
it has been announced by Orie R. Kelly, presi- 
dent of the County Trust Company of New 
York that the capital will be reduced from 
four to two million dollars, in order to show 
satisfactory earnings on the capitalization. 
This readjustment will give a ration of capi- 
tal funds to deposits. 

The trust company recently purchased the 
site on which is located the new building of 
their Fourteenth street branch office. 
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HE American corporate fiduciary had 
been functioning for almost a century 
under authority of charters from the 
states when the passage of the Federal Re- 
serve Act by Congress in 1913 made possible 
the further extension of corporate trust fa- 
cilities to practically every section of the 
nation through the medium of the banks in 
the national banking system. The amend- 
ment to ithe law in 1918 increased the num- 
ber of fiduciary capacities in which national 
banks could act and encouraged ‘the develop- 
ment of this activity, while the McFadden 
Act of February 25, 1927, giving these insti- 
tutions indeterminate charters and assurance 
that their corporate existence would not ex- 
pire before the trust functions undertaken 
were fulfilled further stimulated the growth 
of this movement. This change in the law 
cleared the way for full ‘trust service by 
hundreds of national banks in all parts of 
the United States, and one out of every three 
of them is now authorized to render trust 
service. 
Statistics of Growth of National Bank Trust 
Departments 
The increasing interest of the public in 
the creation of trusts and in naming cor- 
porate fiduciaries to serve as executors, trus- 
tees and in other capacities is illustrated in 
an impressive manner by the development of 
this activity in recent years. Since February 
25, 1915, when the first fiduciary permit was 
issued under the Federal Reserve Act, many 
of these institutions have availed themselves 
of the opportunity to render additional serv- 
ice to their communities until at the close of 


the fiscal year June 30, 1931, there were 
2.407 national banks with trust powers, with 
a combined capital of $1,349,393,246, and 
banking resources of $22,618,559,942, which 
represented 35 per cent of the number, 80 
per cent of the capital, and 82 per cent of 
the resources of all the banks in the national 
banking system. ‘Trust departments had been 
established by 1,856 of these banks, and 102,- 
987 trusts were being administered, with in- 
dividual trust assets aggregating $5,241,991,- 
392. 

Seven hundred and eighty-two of these na- 
tional banks were also acting as ‘trustees for 
bond and note issues amounting to $10,719,- 
846,426. Invested trust funds aggregated 
$4,774,130,786, of which 26.5 per cent were 
in bonds; 14.1 per cent in real estate mort- 
gages; 26.4 per cent in stocks, and 33 per 
cent in miscellaneous assets. 

Forty-six per cent of the number of ac- 
counts under administration were court 
trusts; 44 per cent were living trusts created 
by private trust agreements ,and 10 per cent 
were trusteeships under corporate bond is- 
sues. A segregation of the assets being ad- 
ministered, developed that 25 per cent of the 
volume belonged to trusts under jurisdiction 
of the courts, while 75 per cent constituted 
assets being handled under private or living 
trust agreements, indicating that the average 
living trust had assets approximately three 
times greater than those of a court trust. 


Impressive Five-Year Comparison 
dvidence of the growing popularity with 
the public of the corporate fiduciary in the 
settlement of estates and the administration 
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of trusts is revealed in an impressive man- 
ner when comparisons are made over the five- 
year period between 1926 and 1931. In June. 
1926, national banks numbering 2,026 had 
authority to exercise trust powers, with 1,104 
actively engaged in administering trusts. 
These banks were then acting in fiduciary 
sapacities for 26,053 trusts, with individual 
trust assets of $922,328,677, and were acting 
as trustees for bond and note issues amount- 
ing to $2,463,553,316. The figures as of June 
30, 1951, represent for the five-year period, 
an increase in the number of national banks 
authorized to administer trusts of 381, or 18.8 
per cent; an increase in the number of banks 
operating trust departments of 752, or 68.1 
per cent; an increase in the number of trusts 
being administered of 76,934, or 295.3 per 
cent; an increase in the volume of individual 
trust assets of $4,319,662,715, or 468.3 per 
cent; and an increase in the volume of bond 
and note issues outstanding for which these 
banks were acting as trustees of $8,256,293,- 
110, or 335.1 per cent. 

This record indicates that these trust de- 
partments in than a decade have ac- 
quired for administration a volume of indi- 
vidual and corporate trust business equal to 


less 
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more than one-half of the total resources de- 
veloped by the banking departments of all 
national banks since the establishment of the 
system in 1863. 


Gains in Insurance Trust Business 

The impressive indorsement of the cor- 
porate fiduciary as the conservator and ad- 
ministrator by the insuring public of policy 
proceeds is revealed by the fact that 215 na- 
tional banks were acting as trustees under 
554 agreements involving ‘the administration 
of $21,667,964 in proceeds from insurance 
policies, while 764 national banks had been 
named as trustees under 17,656 insurance 
trust agreements not yet operative, supported 
by insurance policies with a face value of 
$734,830,790. 

Six hundred and twenty-three, or one-third 
of the banks administering ‘trusts, spent 
$522,007 during the year for trust advertis- 
ing; 60 employed full time trust solicitors, 
and 121 banks utilized the services of part- 
time trust solicitors. 


Interesting Averages 

An analysis of the operations of the 
1.856 active trust departments revealed some 
enlightening information about the average 
volume of trust assets in each trust depart- 
ment: average volume of assets in each 
trust: average gross earnings of each trust 
department, and average gross earnings per 
trust, when segregated into five groups ac- 
cording to the capital of the banks, as fol- 
lows: 

Twenty-eight trust departments in banks 
with a capital of $25,000 were each adminis- 
tering $11,726 of trust assets, with an aver- 
age volume of trust assets in each trust of 
$3,909, and these departments reported gross 
‘arnings for the twelve-months’ period of 
$188 per bank, or $39 per trust under admin- 
istration; 118 trust departments in banks 
with capital over $25,000 to $50,000, were 
each administering $52,078 of trust 
each trust averaging $8,118 in assets, and 
each department reporting $596 gross earn- 
ings, or $55 per trust; 465 trust departments 
in banks with capital over $50,000 to $100,000 
were each administering $110,582 of trust 
assets; each trust averaging $9,893 in assets, 
and each department reporting $1,100 of 
gross earnings, or $68 per trust; trust de- 
partments in 572 banks with capital over 
$160,000 to $200,000, were each administer- 
ing $294,109 of trust assets; each trust aver- 
aging $11,147 in trust assets, and each de- 
partment averaging $2,153 gross earnings, or 
$66 per trust; 422 trust departments in banks 
with capital over $200,000 to $500,000 wer: 


assets ; 
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each administering $1,274,508 of trust assets; 
each trust averaging $25,822 in trust assets, 
and each department averaging $6,024 gross 
earnings, or $103 per trust, and finally the 
last group of 250 trust departments in banks 
with capital over $500,000, were each admin- 
istering $17,911,295 of trust assets, each trust 
averaging $88,731 in and each de- 
partment earning $101,597, or $426 per trust. 


assets, 


Operations in Pacific Coast States 

An analysis of the operations in 1931 of 
the national banks in the Pacific Coast and 
Rocky Mountain States, embracing Arizona, 
California, Colorado, Idaho, Montana, Ne- 
vada, New Mexico, Oregon, Utah, Washing- 
ton and Wyoming, numbering 679, with a 
combined capital of $211,970,000, and aggre- 
gate banking resources of $3,761,796,000, de- 
veloped that 208 of the number had author- 
ity to exercise trust powers, with aggregate 
eapital of $176,105,000, and total banking 
resources of $3,289,845,097, representing 30 
per cent of the number, 83 per cent of the 
capital, and ST per cent of the banking re- 
sources of all the national banks in that 
area. Trust departments had been estab- 
lished by 146 of these banks, and 21,335 
trusts were being administered, with individ- 
ual trust assets amounting to $1,240,294,555, 
and corporate bond trusteeships outstanding 
aggregating $771,009,727. Voluntary or liv- 
ing trusts numbered 12,590 (59 per cent), 
court trusts 6,228 (29 per cent), and cor- 
porate bond trusteeships 2,522 (12 per cent). 
The volume of living trust assets under ad- 
ministration constituted 7S per cent, while 
the assets of the court trusts amounted to 
22 per cent of the total. 

Twenty-six of these banks were acting as 
trustees under S84 agreements involving the 
administration of $2,271,513 in proceeds from 
insurance policies, while 75 banks had been 
named as trustees under 4.029 insurance trust 
agreements not yet operative, supported by 
insurance policies with a face value of $119,- 
521,830. Forty-three banks reported an ex- 
penditure of $69,260 during the year for 
trust advertising; eleven banks employed 
full-time, and nine banks, employed part-time 
trust solicitors. 

ae ke 
LIFE INSURANCE BENEFITS PAYABLE 
THIS YEAR 

Purchasing power to the amount of more 
than $89,000,000 will be provided this year 
to 51,000 American families as a result of 
lLenefits payable under plans of group life 
insuranee in effect among 32,000 business 
stablishments. These facts are made known 
‘'y B. A. Page, vice-president of the Travelers 
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Insurance Company, which has just analyzed 
the experience of all companies writing such 
protection in this country. Although the total 
amount of benefits payable this year is less 
than last year, because of the decrease in 
the total amount of group life insurance in 
force, the average payment of $1,700 exceeds 
last year’s. Benefits as a result of death by 
disease of 34,800 employees are placed at 
nearly $61,000,000. Benefits because of the 
death of 5,700 employees by accident will 
total more than $10,000,000, and more than 
$18,000,000 will be paid to 10,500 employees 
who have suffered permanent total disabili- 
ties. 

More than half a billion dollars in benefits 
under group life insurance have been pro- 
vided families in this country since the in- 
ception of the protection. This amount is 
divided on the basis of more than $396,000,- 
000 as benefits to the families of 271,000 em- 
ployees who died from disease; $62,000,000 
because of the death by accident of more 
than 42,000 employees, and more than $77,- 
000,000 as benefits ito more than 50,000 em- 
ployees who have suffered permanent total 
disabilities. The total amount of group life 
insurance in force is estimated at nearly 
$10,000,000,000 and the number of employees 
included in this amount is placed at 5,600,000, 


NEW JERSEY BANKERS ASSOCIATION 
TRUST CONFERENCE 


George Letterhouse, chairman of committee 


on trust matters, New Jersey Bankers Asso- 
ciation, has announced the following speak- 
ers and subjects for the forthcoming conven- 
tion to be held at the Alexander Hamilton 
Hotel in Paterson on November 17th and 
18th, 

Walter J. McLaren of the Trust Company 
of New Jersey on “Principles of Personal 
Trust Solicitation ;’ John H. Annis, trust of- 
ficer, Camden Safe Deposit and Trust Com- 
pany on “Organization of a Trust Depart- 
ment ;’”’ Rembrandt P. Lane of the National 
Newark and Essex Banking Company on 
“Practical Handling of Trust Securities ;” 
James Wilson, president, Chamber of Com- 
merce, Paterson, N. J.; Frederic R. Pilch, 
vice-president, National Commercial ‘Title 
and Mortgage Guaranty Company, Newark, 
N. J. on “Problems of Property Acquired Un- 
der Foreclosure ;’ Waldron M. Ward of Pit- 
ney, Harding & Skinner, Newark, N. J. on 
“Trustees’ Responsibility Particularly on Re- 
taining Securities a Decedent Might Have 
Left,” and Senator Arthur N. Pierson of 
Westfield, N. J. on ““‘What Is Responsible for 
the Present Standing of Jersey Municipals.” 
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MANHATTAN COMPANY TO BE MERGED WITH BANK 


At a recent meeting of the board of direc- 
tors of The Manhattan Company of New 
York, a plan was adopted, subject to the 
approval of the stockholders of the Man- 
hattan Company and of its affiliated com- 
panies, which involves several interesting 
features, 

For some time the officers and directors 
of the Manhattan Company group have recog- 
nized that public opinion no longer favors 
the affiliation of a banking institution with 
other companies, and that conditions have so 
changed since 1929 that many of the advan- 
tages which at that time were inherent in the 
affiliation of various companies through a 
holding company have disappeared. Accord- 
ingly, in December of last year, the Man- 
hattan Company caused its affiliate, Interna- 
tional Manhattan Company, Ine. to discon- 
tinue its general securities business. Believ- 
ing that under present circumstances the 
business hitherto conducted by the Interna- 
tional Acceptance Bank, Inc. could be more 
advantageously and- profitably conducted 
through a foreign department of a domestic 
bank than through an independent company, 
the officers and directors have been working 
toward that end and have now reached the 
point where they are prepared to recommend 
to the stockholders the dissolution of the In- 
ternational Acceptance Bank, Ine. and the 
transference of its business to a foreign de- 
partment of the Bank of Manhattan Trust 
Company. 

In further carrying out the policy of con- 
ducting a banking business independent of 
affiliated companies, the officers and directors 
have recommended that simultaneously with 
the proposed consolidation of the businesses 
of the Bank of Manhattan Trust Company 
and International Acceptance Bank, Ine. it 
would be desirable and in the interests of 
both the New York Title and Mortgage Com- 
pany and of the Bank of Manhattan Trust 
Company to take steps to have these com- 
panies independently operated and managed. 
Accordingly, a comprehensive plan has been 
earefully worked out and adopted by the 
directors for submission to the stockholders 
which provides for the consolidation of the 
domestic and foreign banking businesses 
heretofore conducted by the Bank of Manhat- 
tan Trust Company and the International Ac- 
ceptance Bank, Inc. as well as for separate 
ownership by the stockholders of their con- 
solidated banking business and their title and 
mortgage business. 


Stockholders of the Manhattan Company 
will continue to hold the same number of 
shares as formerly, but the par value of their 
shares will be reduced from $20 to $10 per 
share. 

While the banking business and the title 
and mortgage business will thus be sepa- 
rately owned by the shareholders instead of 
as heretofore through a holding company, 
those officers of the Manhattan Company 
who have been serving on the board of the 
New York Title and Mortgage Company will 
remain on the board and will continue to 
give their time and attention to the affairs 
of the company as heretofore. 

Bank of Manhattan Trust Company will 
acquire the assets and liabilities of the In- 
ternational Acceptance Bank, Ine. and will 
then merge into the Manhattan Company 
which will continue under its old charter as 
Bauk of the Manhattan Company, resuming 
the banking business conducted by it from 
1799 to 1929 when it became a holding com- 
pany. 

Bank of the Manhattan Company will then 
have the same aggregate capital funds as 
Bank of Manhattan Trust Company has to- 
day, namely, $56,816,466.34. The capital 
funds and reserves acquired from the Inter- 
national Acceptance Bank, Inc. and the capi- 
tal funds of the Manhattan Company repre- 
sented by investments in subsidiaries other 
than Bank of Manhattan Trust Company, 
International Acceptance Bank, Inc. and New 
York Title & Mortgage Co., amounting in 
the aggregate to more than $21,000,000, minus 
the consideration to be paid to the New York 
Title and Mortgage Company, will be held 
in reserve or used to write down some of the 
assets of the International Acceptance Bank, 
Ine. 

The earnings of the institutions to be con- 
solidated as outlined above and operated as 
Bank of the Manhattan Company have been 
running for the first nine months of 1932 at 
a rate which, if maintained, will more than 
provide for the continuance of tle present 
rate of $2 per share per annum, notwith- 
standing the change in par value of the 2,- 
000,000 shares which will remain outstanding. 

Stephen Baker will become honorary chair- 
man of the board; J. Stewart Baker will be 
chairman of the board; James P. Warburg, 
vice chairman of the board, and F. Abbot 
Goodhue, president. 
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New York 


Special Correspondence 


THE TURN OF THE TIDE 

The striking feature of the financial situa- 
tion has been the way in which the panic 
trends have been halted, and general mone- 
tary and credit conditions steadily strength- 
ened. The turn in the tide of currency 
hoarding, the reappearance of gold previously 
withdrawn from the banking system, the re- 
vival of confidence in the dollar with accom- 
panying large inflow of gold from abroad, the 
rapid accumulation of bank reserves and the 
rise of security prices are indicative of a 
great. change in the situation over the past 
two months. 

For the first time there has been a defi- 
nite break in the sequence of disastrous 
events that swept over the world after the 
failure of the Kreditanstalt in Vienna in 
May, 1931. 

As a result of the foregoing developments, 
the Federal Reserve Banks have been en- 
abled to suspend the open market operations 
undertaken this Spring to support the credit 
structure in the face of panicky demands 
made upon it by domestic and foreign de- 
positors. Purchasing of Government securi- 
ties was stopped early in August, and the 
Volume of Reserve Bank credit outstanding 
has shown the first reduction since the pro- 
gram of Government security buying was in- 
augurated in the Spring. 

In short, the vicious circle of fear and de- 
flation has commenced to reverse itself. It 
is too early to say how long this will con- 
tinue to be the case, for the situation is still 
delicate, and the adoption of ill-advised poli- 
cies by this country oran unfavorable turn of 
events abroad might easily reawaken appre- 
hensions recently so active. Unquestionably, 
however, the outlook is more hopeful than it 
has heen in a long time. 

Evidence of the decided improvement that 
has taken place in the condition of the banks 
appears in the statistics of bank failures. 


THE STOCK EXCHANGE CLEANS HOUSE 
The effects of antagonistic sentiment and 
recent disclosures of practices subject to abuse 
have led to self-regulatory measures adopted 
by the Stock Exchange. A recent ruling by 
the governing committee prevents specialists 
or their members from acquiring any inter- 
ests, directly or indirectly, in pool dealings 
or trading in any stock in which such member 
is a specialist, or from obtaining options to 
buy or sell or to receive or deliver such 
stock. This is one of the most far reaching 
reforms introduced in recent years, as there 
has been the temptation of specialists to use 
the information in their “book” for publicity 
beneficial only to the pool operators. 

While the exchange has borne 
for allowing over-speculation and resulting 
inflation, much of which should rather be 
directed at the individuals on whose orders it 
acted, the freedom of certain brokers has al- 
lowed great abuse of legitimate functions. 
This was recognized in part by recent recom- 
mendations outlined by Mr. Whitney in his 
St. Louis address, including suggestions for 
reform against issuance of false statements 
or inspired publicity based on rumors or in- 
accurate information, rigging of the market 
by pools and abuse of confidential data by of- 
ficers and directors of corporations. 

In spite of assurances that short selling 
has only a temporary influence on prices, 
there is much healthy skepticism, and belief 
that short sales can have fully as much ef- 
fect over a protracted period as margin pur- 
chases have had in the other direction, the 
aftermath of which is still being felt. 

An important ruling affecting trustees has 
just been announced to the effect that certifi- 
eates with an assignment or power of sub- 
stitution executed by a person since deceased, 
trustee or similar persons is now made a 
good delivery. It also stated that trustees 
acting in the capacity of a board of direc- 
tors of a corporation or association does not 
come within this ruling, which applies only 
to trustees in their fiduciary capacity. 


criticism 
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CHASE NATIONAL SHOWS LARGE GAINS 

With an increase of 124 million in the 
quarter ending September 30th, total re- 
sources of the Chase National Bank again 
approach the two billion mark at $1,855,617,- 
000, with a corresponding increase in de- 
posits of 112 million to total of $1,420,221,000. 
Undivided profits of $18,335,000 compare with 
$17,381,000 on June 30th, and reserve funds 
total $14,541,000, an increase of nearly two 
and a half millions. 

Cash and government securities increased 
respectively 77 million to $377,211,000, and 
32 million to total of $249,899,000; and loans 
and discounts are practically unchanged at 
$860,924,000 as are capital and surplus of 
248 millions. 


NATIONAL CITY BANK REPORTS 
INCREASES 

Total resources of the National City Bank, 
including foreign and domestic offices, 
amounted to $1,610,067,557, an increase of 
more than 42 million for the quarter ended 
September 30th. Gains were also registered 
in deposits which totaled $1,275,275,097 or 
61 millions more than the last call date; un- 
divided profits were $6,554,883, an increase 
of over a million; cash equalled $321,014,291 
compared with $302,319,539 and government 
securities $310,373,464 as against previous 
total of $253,201,185. Loans and discounts 
showed a decrease of over 31 millions to 
$665,181,883., 


DEPOSITS GAIN AT NEW YORK TRUST 

A ratio of nearly one to four between cash 
and other resources is shown in the Septem- 
ber 30th statement of the New York Trust 
Company, total resources being $318,307,267, 
compared with $301,947,000 in the previous 
quarter. Deposits gained almost 20 millions 
to total $255,713,820, capital, surplus and un- 
divided profits, $34,593,475, and reserves an- 
other fifteen and a half millions. Cash and 
government securities amounted to $138,166,- 
951. 


MANUFACTURERS TRUST COMPANY 

The Manufacturers Trust Company reports 
deposits of $374,357,713 and total resources 
of $475,720,281 compared with resources of 
$490,828,000 on June 30th. Capital, surplus 
and profits $55,060,709; reserves, $16,901,- 
172 after payment of dividends and cash and 
government bonds, $144,861,830. 


BANK OF MANHATTAN TRUST COMPANY 
Statement of condition for September 30th 


shows increases in total resources of over 
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Trust Department and 
) Insurance Trust Service 


(THREE VOLUMES ) 


A practical guide for trustees 
and trust departments of fin- 
ancial institutions including 
the organization, management 
and development of such de- 
partments. Discussing all trust 
functions and trust relation- 
ships from a legal as well as 
practical point of view, such 
as Living Trusts, Insurance 
Trusts, Land Trusts, Custodi- 
anships, Escrows, etc. 
Supplemented by forms, deci- 
sions, rulings and practical sug- 
estions, kept up-to-date by 
requent reports of current de- 
velopments, new legislation and 
other new matters. Low in price; 
high in quality. 


GQorm1SRce CresniwG, Horse", Iso, 


LOOSE LEAF —as DIVISION 


THE, CORPORATION TRUST GUE swRe 
~~ 


52 millions for past three months to total of 
$451,212,611 of which deposits amounted to 
$371,316,678. Cash equals $117,181,758, loans 
and discounts $153,363,000, capital funds 


$56,816,466 and reserves $8,625,000, 





CHEMICAL BANK STATEMENT 

The Chemical Bank & Trust Company 
maintains its name of “Old Bullion” with 
cash of $71,808,440 as of. September 30th, cap- 
ital, surplus and undivided profits of $66,- 
640,871, and total resources of $396,424,440, a 
quarterly gain of 20 millions. Deposits like- 
wise increased during the period to $398,- 
760,205 from $275,688,000. 


CONSOLIDATED STATEMENT OF NEW 
YORK TRUST COMPANIES 

Net earnings of 22 New York City trust 
companies for the third quarter to Septem- 
ber 30th amounted to $14,096,000, while divi- 
dends, paid by all but one of the companies, 
amounted to $14,975,000. Deposits were $4,- 
703,547,000, a gain of 222 million since June 
30th. Surplus and profits of $653,043,000 and 
reserves of $87,032,000 were three million less 
than in the previous quarter. 
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BILLION DEPOSITS FOR GUARANTY 
TRUST 

Showing a gain of over 73 millions during 
the quarter, the Guaranty Trust Company in 
its statement of September 30th records total 
deposits of $1,002,027,148. Capital funds of 
$270,830,.233 include surplus and profits of 
$180,830,233, an increase of $334,500 in undi- 
vided profits for the quarter, Total resources 
equal $1,354,986,420, a gain of over 114 mil- 
lion since June 380; while cash and govern- 
ment securities are $668,175,430. 


LAWYERS MORTGAGE COMPANY OF 
NEW YORK 

An interesting advertisement of the Law- 
yers Mortgage Company carries the title “$1,- 
800,000 in Interest on Time and in Full,” and 
notes that approximately this amount is paid 
every month on guaranteed mortgages issued 
by the company, At the last semi-annual re- 
port there were $430,965,723 of the com- 
pany’s mortgages outstanding, with but 
slightly over one per cent of these properties 
in foreclosure. The company over 
three million of its assets in cash. 


shows 


NEW YORK COMMUNITY TRUST 

Distribution of $119,274 to various chari- 
ties has been made by the Trust during the 
first three quarters of 1932, according to the 
report of the director, Ralph Hayes. This is 
an increase of nearly $4,000 over the corre- 
sponding period last year, and represents 
distribution from twenty-eight separate 
funds. Thomas Williams, chairman of the 
distribution committee, cites the ‘“remark- 
ably sustained productiveness of the Trust’s 
investments” as permitting annually enlarged 
disbursements. 


The Fulton Trust Company of New York 
announcing its quarterly dividend of $3 per 
share, reports earnings of twice this amount 
in past three months. Reserves increased to 
$21,800,000, deposits to $16,320,000 and sur- 
plus and profits to nearly three million after 
dividend payment. 

Deposits of the Bank of New York & Trust 
Company passed the hundred million mark 
to total $109,457,068, surplus and undivided 
profits exceeded nine millions and total re- 
sources $132,150,418. 

Lee E. Olwell, vice-president of the Na- 
tional City Bank, has returned to his news- 
paper career as vice-president of the New 
York Evening Journal, Ine. following resig- 
nation from the ‘bank, where he has held va- 
rious offices since 1916. Mr. Olwell’s early 
newspaper training began with the Chicago 
iuter-Ocean in 1905. 


“Only $3 for 
all this?” 


You’ll be surprised, too, when you see how 
much luxury and convenience you can 
enjoy at the Hotel Lexington for as little 
as $3 a day. 

And here’s another fact that'll make your 
expense account beam with gratitude—it 
costs only $1 a day more for two persons at 
the Lexington. A room which is $3 for one, 
for instance, is only $4 for two persons. 


HOTEL 
LEXINGTON 


Grand Central Zone,LexingtonAve.at 48th St 
NEW YORK CITY 
CHARLES E. ROCHESTER, Gen’! Manager 





BENJAMIN STRONG, JR. 


Vice-president, Bank of Manhattan Trust Co., who has 
been elected Secretary of the New York Clearing House 
Association 
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BUCKNER HEADS CLEARING HOUSE 

Mortimer N. Buckner, chairman of the 
board, New York Trust Company, was re- 
elected president of the Clearing House As- 
sociation at the annual meeting, and George 
W. Davison, president of the Central Han- 
over Bank & Trust Company, was named as 
chairman of the committee to succeed Chas. 
S. McCain, chairman of the board, Chase Na- 
tional Bank. Benjamin Strong, Jr. was 
elected secretary. 

The annual report showed a volume of 
clearings during the year of $177,306,295,650 
compared with $287,735,302,008 for the previ- 
ous year ending September 30th. 


The Underwriters Trust Company has 
written down its capital funds from $1,675,- 
000 to $1,000,000; surplus has been reduced 
by $325,000 and reserves will be increased 
approximately $580,000, following approval of 
the plan outlined by C. 'W. Korell, president 
of the company. 


CHASE BANK OPENS “UPTOWN” PARIS 
BRANCH 

The uptown branch of the Chase Bank in 
Paris has been formally opened in new quar- 
ters at 29 Avenue George V. This location 
is only a few steps from the Champs Elysées 
and is readily accessible to the uptown resi- 
dential and hotel district of Paris. The 
branch has occupied temporary quarters at 
an adjacent address for some time. 

In addition to providing regular banking 
services, the new branch contains a travel 
bureau of the American Express Company. 
The Chase Safe Deposit Company has in- 
stalled in the building one of the most mod- 


UPTOWN PARIS BRANCH OF THE CHASE NATIONAL BANK OF 
NEw YorK 


TRUST COMPANIES 


ern safe deposit vaults on the continent of 
Europe. 

The main banking office of the Chase Bank 
in Paris is located at 41 Rue Cambon. 


CLEARING HOUSE FOR WESTCHESTER 
COUNTY 

Banks of Westchester County have or- 
ganized the Westchester Clearing House As- 
sociation, and are drafting plans for estab- 
lishment of a central clearing office and main- 
tainance of a credit bureau for members, un- 
der the leadership of James Rennie, presi- 
dent of the National City Bank, New Ro- 
chelle; Jackson Chambers, president of the 
Gramatan National Bank & Trust, Bronx- 
ville and Dr. Joseph Hughes, vice-president 
of the Washington Irving Trust Company, 
Tarrytown. 


LINCOLN-ALLIANCE BANK OF 
ROCHESTER 

The quarterly report of the Lincoln-Alli- 
ance Bank & Trust Company of Rochester, 
N. Y. shows the strong position maintained by 
this institution, with total resources as of 
September 30th of $58,636,247, of which cash 
amounts to $6,471,686 and government bonds 
of $4,461,073. Reserves of over a million are 
reported in addition to the surplus and un- 
divided profits of $3,249,066, and capital of 
two million. 


MOUNT VERNON TRUST COMPANY 
The Mount Vernon Trust Company of 
Mount Vernon, N. Y. in its statement of Sep- 
tember 30th reports total resources of $20,- 
696,350 of which cash items account for $1,- 
233,531. Deposits aggregate sixteen and a 
half million and capital, surplus and reserve 
funds equal $2,905,035. 


Manufacturers & Traders Trust 
Company of Buffalo reports capital, 
surplus and profits of $19,132,751 
and reserves of over eight million 
with total resources of $119,184,SS6. 


DIRECTORS OF FEDERAL 
RESERVE BANK 


Edward K. Mills, president of the 
Morristown Trust Company of Mor- 
ristown, N. J. and Walter C. Teagle, 
president of the Standard Oil Com- 
pany of New Jersey have been rec- 
ommended as Class A and B direc- 
tors, respectively, of the Federal Re- 
serve Bank of New York. 
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Freperick P. ConpitT 
Executive Vice-President 


Curnton D. Burpick 
President 


New York Escrows 


If you have any documents pertaining to New York real 
estate to be placed in escrow pending completion of any 
agreement in New York City, we are equipped to act as 
escrow agent with efficiency and at moderate cost. 


For over forty-eight years, we have been closing real estate 
contracts for our clients and have acquired the necessary 
experience to solve the various difficulties that ofttimes 
arise in connection with real estate. 


Title Guarantee and Trust Company 


175 Remsen STREET 
BROOKLYN 


176 BRoADWAY 
New York 


The National City Bank of New York 
opened a branch recently on Fifty-seventh 
street at First avenue to serve the Sutton 
Place and Beekman Hill districts. 


Substantial gains are shown by the Ma- 
rine Midland Trust Company of New York 
with resources of $89,614,000 and deposits of 
$61,852,000. 








CONDITION OF GREATER NEW YORK TRUST COMPANIES 


Anglo-South American Trust Co 

Banca Commerciale Italiana Trust Co...... 
Bank of Manhattan Trust Co 

Bank of N. Y. & Trust Co........006cccees 
Se eae 
Bronx County Trust Co 

Brooklyn Trust Co 

Central Hanover Bank and Trust Co....... 
Chemical Bank & Trust Co............... 
City Bank Farmers Trust Co 


County Trust Co 
Empire Trust Co 
Fiduciary Trust Co 
Fulton Trust Co 
Guaranty Trust Co 
Irving Trust Co 

Kings County Trust Co 
Lawyers Trust Co 

M anufacturers Trust Co 
Marine Midland Trust Co 
New York Trust Co 
Title Guarantee & Trust 
United States Trust Co 


Capital 


$1,000,000 
2,000,000 
22,250,000 
6,000,000 
25,000,000 
1,550,000 
8,200,000 
21,000,000 
21,000,000 
10,000,000 
4,000,000 
15,000,000 
500,000 
4,000,000 
6,000,000 
1,000,000 
2,000,000 
90,000,000 
50,000,000 
500,000 
3,000,000 
32,935,000 
10,000,000 
12,500,000 
10,000,000 


Surplus and 
Undivided 
Profits 


Sept. 30, 1932 


$730,800 
2,062,700 
34,566,500 
9,134,200 
77,007,600 
520,500 
12,331,200 
70,119,500 
45,640,900 
11,925,600 
6,754,900 
22,740,800 
125,700 
2,720,600 
3,268,000 
1,000,000 
2,959,700 
180,830,200 
75,148,000 
6,642,000 
2,597,700 


27,019,800 


Deposits 


$3,010,000 
11,440,500 
371,335,500 
109,457,000 
600,047,100 
13,544,000 
113,817,500 
560,525,000 
307,134,400 
42,576,300 
35,739,600 
219,717,500 
68,000 
16,670,300 
61,947,900 
8,401,900 
16,319,900 
996,192,400 
396,635,500 
25,267,400 
13,652,200 
375,181,100 
61,852,700 
256,338,800 
36,142,700 
63,197,800 


Sept. 30, 1932 Par 


100 
100 
100 
10 
20 
100 
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Philadelphia 


Special Correspondence 


120TH ANNIVERSARY OF PENNSYLVANIA 
COMPANY 

With personal trust funds approaching the 
billion mark and banking resources of nearly 
a quarter-billion, the Pennsylvania Company 
for Insurances on Lives & Granting Annuities 
of Philadelphia enters its 120th year of serv- 
ice, with a history as long and favorably 
known as its name. 

Total banking resources on September 
Ss0th are reported as $245,081,356, of which 
depoists are $197,919,718, an increase of over 
thirteen million since June 80th. Capital is 
$8,400,000 ; surplus and profits, $28,289,947, 
a gain of $171,596 for the quarter; reserves, 
$6,777,350. -Cash amounting to $47,327,296 
compares with $40,096,037 in June; govern- 
ment securities, $37,119,930 and demand 
loans, $70,182,501, Personal trust funds are 
$840,960,877 and corporate trusts $1,832,181,- 
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JARNDYCE VS. JARNDYCE 

Reverberations of the proceedings in Chan- 
cery so well portrayed by the illustrious 
Charles Dickens in his story of “Jarndyce vs. 
Jarndyce” are found today in the contest 
between the tax authorities of Pennsylvania 
and New Jersey over the legal residence of 
the late Dr. John Dorrance of Campbell Soup 
fame. With a stake of twelve to nineteen 
millions in state inheritance taxes it is not 
surprising that the contest wages through the 
courts of each state on its way to the United 
States Supreme Court. 

An interesting decision is that of the New 
York Surrogate Court Jn Re De Coppett’s Es- 
tate, relating to change of domicile, in which 
it was held that there must be not only a 
change of residence but also proof of inten- 
tion to abandon the former domicile, with 
burden of proof on the party alleging change. 
Final decision of the question raised in the 
Dorrance case will be invaluable to executors 
and administrators in clarifying a_ long- 
mooted problem, 


PROVIDENT TRUST COMPANY APPOINTS 

At a regular meeting of the board of di- 
rectors of the Provident Trust Company held 
last week, Louis W. Van Meter, formerly as- 


sistant trust officer, was promoted to trust 
officer. At the same time the following new 
officers were appointed: E, Price Cheyney, 
S. Francis Nicholson and Howard C. Cum- 
mings, assistant trust officers, and John A. 
Leo and Edwin A. Soast, assistant treasurers. 





The Real Estate 
Trust Co. 


of Philadelphia 


Solicits Deposits of Firms, 
Corporations and Individuals 


Interest Allowed 


Is fully equipped to handle all 
business pertaining to a Trust 
Company, in its Banking, Trust, 
Real Estate and Safe Deposit 
Departments. 


SAMUEL F. Houston, President 





IMPORTANT RULING ON LIQUIDATION 
OF CLOSED BANKS 

The State Department of Justice has re- 
cently ruled that the Secretary of Banking, 
in the liquidation of closed banks, may sell 
securities from their portfolio without re- 
strictions as to court leave, or notice to cred- 
itors or stockholders of the bank where the 
obligation is not reduced in principal or in- 
terest, maturity date is not postponed and no 
concession of priority of lien is given, as a 
result of the transaction. This ruling will 
facilitate the work of receivers in realizing 
cash for the bank. 

The Market Street National Bank of Phila- 
delphia reports total resources of $29,970,154, 
with a strong cash position of $6,698,774 and 
government securities of nearly six million; 
loans and discounts are five million, Capital 
is one million and surplus and profits $4,163,- 
126 for September 30th. 

Corn Exchange National Bank & Trust 
Company of Philadelphia has total resources 
of $87,347,216 including deposits of $67,175,- 
790 and capital of $4,550,000. Cash resources 
equal $16,945,933 and government securities 
$8,530,833. Loans and discounts total $52,- 
670,549; undivided profits are $9,621,085. 
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FIDELITY-PHILADELPHIA TRUST GAINS 

Individual trust funds of $990,044,104 and 
corporate trusts of $793,569,970 are reported 
in the September 30th statement of the Fi- 
delity-Philadelphia Trust Company. The gain 
in individual trusts of nearly 70 millions dur- 
ing the past three: months is a striking trib- 
ute to the management policies of the com- 
pany. 

Banking resources total $118,407,794, an in- 
erease for the period of five millions; de- 
posits also increased five millions to $82,- 
055,676 and reserves increased to $5,150,712; 
capital is $6,700,000 and surplus and profits 
$22,331,325. Cash items equal $14,672,172, 
loans $387.612,808 and investment securities 
$57,439,649. 


Chess Lamberton has been elected presi- 
dent of the Lamberton National Bank, Frank- 
lin, Pa., to succeed the late Harry Lamber- 
ton: he will continue to act as trust officer. 

of the National Bank and 
Bank & Company of Mon- 
Pa., has approved by di- 


First 
Trust 
been 


Merger 
Peoples 
toursville, 
rectors, 

Classes in Bank Management are being con- 
ducted by G. Fred Berger, treasurer of the 
Norristown-Penn Trust Company of Norris- 
town at the Philadelphia and Elizabeth, N. J., 
chapters of the American Institute of Bank- 
ing. 

The Fifth Avenue Bank of New York re- 
ports total resources of over 48 million, in- 
creased from $41,604,000 on June 30th and 
$36,256,000 a year Deposits have in- 
creased to 48 million. 

A five million dollar gain in deposits dur- 
ing the quarter is reported by Commercial 
National Bank & Trust Co. of New York to 
$66,757,355, total 5 


resources being $89,579,865 
With surplus and reserves over ten millions. 


ago, 
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INVESTMENT BANKERS ASSOCIATION 
CONVENTION 

With the opening of the twenty-first annual 
convention of the Investment Bankers Asso- 
ciation at White Sulphur Springs, W. Va., 
several major topics of business and finan- 
cial interest will be presented under the 
leadership of President Allan M. Pope, of the 
First of Boston Corporation, who will open 
the meeting with a concise presentation of 
the causes and effects of the depression. One 
of the principal speakers on the program is 
Arthur A. Ballantine, Under-Secretary of the 
Treasury; E. G. Buckland, chairman of the 
New Haven Railroad will give an address on 
“The American Railroad—A Sound Invest- 
ment.” Three special forums will feature the 
convention, in which will be discussed the 
subjects of, Foreign Bonds, Investment Man- 
agement Service and Municipal Bonds. The 
first discussion will be in charge of Nevil 
Ford of the First of Boston Corporation, the 
second will be led by Ralph T. Crane of 
Brown Brothers, Harriman & Company of 
New York and the third, on Municipal Bonds, 
by Henry Hart of the First Detroit Company. 

Unusual interest attaches to the reports 
of committees covering governmental econ- 
omy and means of equitable broadening of 
the tax base, and taxation in relation to mu- 
nicipal finances. Frank M. Gordon, vice- 
president of the First National Bank and 
First Union Trust & Savings Bank of Chi- 
cago, is slated as president for the coming 
year, and Donald O'Melveny of the Union 
Company of Los Angeles as one of the vice- 
presidents. 


The Plainfield Trust Company, Plainfield, 
N. J. reports trust funds of $25,861,792 and 
commercial resources of $18,257,649. Cash 
is $1,475,492, government securities $2,678,- 
589 and deposits are $16,137,117. 








CONDITION OF PHILADELPHIA TRUST COMPANIES 


Capital 
Fidelity-Philadelphia Trust Co 
Frankford Trust Co 
Germantown Trust 
Girard Trust Co 
Industrial Trust Co 
Integrity Trust 
Kensington-Security Bank & Trust... . 
Liberty Title and Trust 
Ninth Bank and Trust 
North Philadelphia Trust 
Northern Trust 500,000 
Penna. Co. for Insurances, etc 8,400,000 
‘un we. rae 3,200,000 
Real Estate Land Title and Trust 7,500,000 
Real Estate Trust 3,090,000 


500,000 
1,400,000 
4,000,000 

882,250 
2,987,920 
1,300,000 
1,000,000 
1,375,000 

500,000 


Surplus and 
Undivided Profits 
Sept. 30, 1932 
$22,331,325 


Deposits Par 
Sept. 30, 1932 Value 
$82,055,675 100 385 400 
6,317,308 10 24 27 
13,873,619 10 24 26 
87,435,611 10 83 85 
9,841,174 10 17 184 
46,262,783 10 13 14 
8,102,759 50 22 26 
§,275,753 50 90 110 
15,765,464 10 16 17% 
4,756,747 50 90 100 
9,152,070 100 425 450 
197,919,718 10 41144 42% 
30,711,122 100 370 385 
31,289,805 10 11 12 
6,620,329 100 84 88 


Bid Ask 


1,666,683 
3,139,096 
16,879,585 
2,680,559 
12,154,129 
2,200,008 
1,433,188 
2,310,071 
1,378,756 
3,389,420 
28,289,947 
17,224,615 
13,660,799 
2,287,788 


figures furnished by Belzer and Company, members of Philadelphia Stock Exchange. 
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Boston 


Special Correspondence 


PROGRAM OF CORPORATE FIDUCIARY 
ASSOCIATION OF BOSTON 

The keen interest of fiduciaries in present 
problems of taxation and governmental ex- 
penditures is indicated by the program an- 
nounced by Frederick Carroll, president of 
the Corporate Fiduciary Association, which 
includes talks by Carl Dennett of the Nation- 
al Economy League on Economy in State and 
Municipal Governments, and by Senator Dav- 
id I. Walsh on Federal Taxation and the 
Sales Tax. 

The schedule as outlined includes four din- 
ner meetings and three informal meetings 
during the season. Following Mr. Dennett’s 
address October 20th, Henry A. Theis, vice- 
president of the Guaranty Trust of New 
York will talk on problems of corporate fidu- 
¢ciary procedure at the December 8th meet- 
ing. On March 9th Mr, Walsh addresses the 
group, and at the annual dinner meeting 
May ist Guy Newhall, prominent attorney, 
will review important court decisions. The 
informal meeting November 17th will be pre- 
sided over by Oliver Wolcott of the Old 


Colony Trust Company and Leon Little of 


the New England Trust Company, on the 
subject, “Assent to Allowance of Trastees 
and Executors Accounts.” On January .:2th 
Taxation Problems wil] be discussed under 
the direction of Henry Andrews of the Old 
Colony Trust Company and Frank Lynch of 
the State Street Trust Company. The last 
informal meeting will be directed by Ly- 
man Allen of the Boston Safe Deposit & 
Trust Company and William Herlichy of the 
State Street Trust Company on the subject 
of Responsibility of Executors, Administra- 
tors and Succeeding Trustees in a Depreci- 
ated Market. 

Meetings are open to all members of the 
association and will be held in the Directors 
Room of the State Street Trust Company. 


NATIONAL SHAWMUT BANK RENDERS 
VALUABLE SERVICE 

Cooperating with Bank Commissioner 
Arthur Guy, the National Shawmut Bank has 
taken charge of the liquidation of closed 
banks in Boston and vicinity. Proof of the 
efficiency with which the bank has handled 
this work and the benefits which accrue to 
the community from releasing funds, is ex- 
emplified by the payment of an immediate 
dividend of 50 per cent to savings depositors 
and 25 per cent to commercial depositors of 
the closed Charlestown Trust Company from 


certain assets purchased by the National 
Shawmut Bank. The dividends aggregate 
approximately $1,000,000 to savings and 
$125,000 to commercial depositors. 

A branch office has been established in 
the former quarters of the Charlestown Trust 
Company. Drafts for payment will be issued 
by a representative of the bank commissioner 
for credit to deposit accounts in the National 
Shawmut Bank. ‘The last report of the 
bank shows total resources of over 180 mil- 
lion and 13 branch offices including that 
opened in the Charlestown Trust quarters. 


FIRST NATIONAL & OLD COLONY TRUST 
STATEMENTS 

Maintaining its position as the largest bank 
in New England, the First National Bank of 
Boston reports total resources of $694,838,296 
on September 30th, an increase of 64 million 
during the last three months. Deposits show 
a remarkable rise from $529,592,222 on June 
30th to $591,274,003 and capital, surplus and 
profits increased nearly a million to $73,- 
948,008 ; reserves were half a million higher 
at $12,563,247. The cash position shows 
great liquidity at $167,854,959 in addition to 
$110,572,833 in government securities, com- 
pared with $153,508,069 and $73.783,.376_ re- 
spectively in the previous quarter. 

The affiliated Old Colony Trust Company 
reports total resources amounting to $14,920,- 
985 of which $10,155,602 is capital, surplus 
and profits. Cash equals $897,186 and gov- 
ernment bonds $9,365,098. 


GAINS BY STATE STREET TRUST 

A gain of more than four million in trust 
funds held by the State Street Trust Com- 
pany is noted during the quarter ended Sep- 
tember 30th, when funds held as executor 
and trustee totaled $56,268,006 and as agent 
$61,190,138. Commercial resources totaled 
$65,453,893, an increase of three million; de- 
posits $57,839,567, an increase of four million 
and capital, surplus and profits, $6,840,259, 
compared with $6,744,377 on June 30th. 
WORCESTER BANK & TRUST COMPANY 

Trust funds of $27,253,219 are reported by 
the Worcester Bank & Trust Company of 
Worcester, Mass. and total resources of $28,- 
523,288, of which capital amounts to $3,800,- 
000, surplus, reserves and profits, $1,070,- 
566 and deposits $20,546,967. 

The affiliated Worcester County National 
Bank lists resources of $27,120,708, including 
eash $5,117,976 and government securities 
$5,029,196. Capital, surplus and profits were 
$3,137,183. 
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Under Supervision of Federal Goverament 
AMERICAN SECURI 
AND AND TRUST COMPAN COMPANY = 


Fifteenth and Pennsylvania pn 


WASHINGTON, D. C. 


Capital andSurplus - - 
Assets over ae 


$6,800,000.00 
$38,500,000.00 


FOUR BRANCHES 
Interest paid on checking accounts 
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/ Ancillary Service 
In Alabama 


LACE your trust matters in the 
hands of Alabama’s oldest trust 
company for economical and expert 
management. Correspondence invited. 


BIRMINGHAM(@ TRUST 


& SAVINGS COMPANY | Pounded 


MEMBER FEDERAL RESERVE SYSTEM “| | 


\ 





JOHN HANCOCK MUTUAL LIFE 
INSURANCE 

In reply to inquiry regarding the posi- 
tion of the John Hancock Mutual Life Insur- 
ance Company on policy loans, President 
Walton Crocker announces that while de- 
mands from policyholders for loans continued 
large, they have decreased 13 per cent from 
the peak month. Assets of the company have 
continued to increase, new business averaging 
two million for each working day, while pay- 
ments to policyholders during the last nine 
months have totaled 71 millions. 


REPORT OF COOPERATIVE CENTRAL 
BANK OF MASSACHUSETTS 

With the re-election of Herbert F. 
president of the Boston Co-operative bank, 
as president of the Co-operative Central 
Bank, Mr. Taylor reports assets of $7,155,392 
including $1,562,160 of loans on deposits and 
$3,885,520 on collateral with $1,701,482 cash 
on hand. Organized in March, 1932, the 
bank has made 162 loans, charged off all or- 
ganization and operating expense and car- 
ried $12,107 to surplus, In addition the Cen- 
tral Bank has recently paid a dividend of 
three per cent to member bank stockholders. 
At the annual convention of the Savings 
Banks Association of Massachusetts, Myron 


Taylor 


F’. Converse, president of the Worcester Five 
Cent Savings Bank, was re-elected president. 


CONNECTICUT MUTUAL POLICY 
STATEMENT 

An increase of 22 per cent in issued busi- 
ness for September over last year is reported 
by the Connecticut Mutual Life Insurance 
Company, with a volume of $11,228,642. In 
a statement regarding new dividend and in- 
terest policy, James Loomis, president, cites 
the necessity to offset increased Federal taxes 
of nearly 100 per cent and in postage rates 
of 50 per cent in order to maintain surplus 
reserves at a high level. 

Dividends for 1933 will approximate 81 
per cent of present rate and interest of 4.6 
per cent will be paid on deferred settlement 
options. 


PERMANENT CHARITY FUND REPORTS 

One hundred and twenty-nine charitable 
organizations have been benefited during the 
year by distribution of $222,640 from the 
Permanent Charity Fund of which the Bos- 
ton Safe Deposit & Trust Company is trustee. 
The treasurer reports income for the year 
ended June 30th of $278,096 from the fund 
principal of $4,953,517. 


CONDITION OF BOSTON TRUST COMPANIES 


Capital 


$750,000 
2,000,000 
2,500,000 
500,000 
500,000 


Banca Commerciale Itatiana 

Boston Safe Deposit and Trust Co 

PN NII, iii. ase 0-d'u:5:4.asa'e'.0 06 inn 9'Sree 
Fiduciary Trust Co 

Harris Forbes Trust Co 

Kidder Peabody Trust Co 

New England Trust Co 

Old Colony Trust Co 

State Street Trust Co 


United States Trust Co... > 2 400, ‘000 


Assets 
Trust Dept. 
Sept. 30, 1932 


$244,836,789.61 
4,906,414.37 
7,515,943.18 
8,449,282.06 
12,165,284.43 
124,656,644.49 
315,654,347.49 
56,268,005.68 
11,584,598.05 


Surplus and 
Undivided Profits 
Sept. 30, 1932 
$385,523.97 
3,711,496.18 

296,396.96 
548,985.97 
161,907.51 
229,016.60 
2,769,902.30 
5,155,602.12 
3,840,259.17 
1,446,854.60 


Deposits 
Sept. 30, 1932 
$876,326.27 
23,619,698.06 
6,827,011.76 
453,171.01 
2,406,439.14 
2,562,674.84 
27,392,896.15 
4,172,761.57 
57,107,503.75 
9,684,291.68 


\ 
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TRUST COMPANIES 


Pittsburgh 


Special Correspondence 


GAINS RECORDED IN TRUST FUNDS AND 
DEPOSITS 

Carrying on the increase in trust business 
which amounted to more than 200 million for 
the state of Pennsylvania last year, the trust 
companies of Pittsburgh continue to record 
the growing value of corporate fiduciaries. 
The Fidelity Trust Company reports individ- 
ual trust funds of $228,667,202 on September 
20th, a gain of over two million, with cor- 
porate trusts of $72 520,490. Commercial 
resources are $26,537,125 and include depos- 
its of $15,233,870, capital of two million, sur- 
plus and profits of $8,185,590 ; eash is $3,570,- 
465 and loans and discounts over 12 million. 

The Union Trust Company now holds per- 
sonal trust funds of 380 million compared 
with $372.648,980 on June 30th and corporate 
trusts of $863,882,300 also acting as transfer 
agent and registrar for securities of $1,753,- 
146.927. Banking resources are $248,847,750 
and include a capital of $1,500,000 with sur- 
plus and profits of $66,482,525, showing in- 
crease of nearly a million in the quarter. 
Deposits are $174,452,454, a gain of 14 mil- 
lion: cash is $22,940,744, government securi- 
ties $118,420,225. 

The « ‘ommonweaith Trust Company 
increase of almost half a million in deposits 
to $11,945,313 out of total resources of $15,- 
613.215. Cash is $3,106,705 and government 
bonds $2,847,631, loans and discounts $9,470, 
427. Total trust funds on September 30th 
were $51,516,756. 

The Colonial Trust 
sonal trust funds of 
from $30,299,455 in 


shows 


Company reports per- 
$30,807,843, increased 
June, and corporate 
trusts of $117,997,923. Commercial resources 
are $31,581,825, cash being $4,899,798, gov- 
ernment obligations $3,100,276 and loans $14,- 
155.957. Capital is $2,600,000, surplus and 
profits $3,666,189. 

Trust funds of $34,497,916 and corporate 
trusts of $19,437,900, in addition to transfer 
agencies and registrarships of $162,691,051, 
are reported by the Union National Bank 
of Pittsburgh. Resources total $34,921,585 
and include capital of two million, surplus 
and profits $5,174,851, deposits $25,570,473 


The Lycoming Trust Company of Williams- 
port, Pa., reports personal trust funds of 
$15,050,464 and corporate trusts under mort- 
of $6,732,912 as- of September 30th. 
Banking resources are $13,586,299 and in- 
clude $9,403,820 in deposits. Capital is two 
million. 


gage 


PEOPLES-PITTSBURGH CELEBRATES 65th 
BIRTHDAY 

The Peoples-Pittsburgh Trust Company is 
celebrating its sixty-fifth birthday. Estab- 
lished in 1867 it enjoys the distinction of 
being the oldest trust company in Pittsburgh. 

An interesting exhibit is attracting hun- 
dreds of persons to the lobby and windows of 
the main office at Fourth avenue and Wood 
street. It consists of a collection of rare 
old photographs of early Pittsburgh streets 
and buildings and a gallery of portraits of 
prominent Pittsburgh citizens instrumental 
in building Pittsburgh to its present position 
among the leading cities of America. In ad- 
dition the bank is displaying the first ledger 
used in 1867 which shows the names and 
accounts of many early Pittsburghers who 
were then prominent in the city’s activities. 
There is also on exhibit the first signature 
book used by the bank in the days when all 
new customers were required to record their 
signatures in bound volumes. 

The Peoples-Pittsburgh Trust Company 
approaches the 100 million mark with bank- 
ing resources of $96, 554,007. Deposits gained 
nearly three million since June 30th to total 
of $75,298,834, capital was increased to six 
million and surplus and profits are $13,250,- 
656. Cash and government securities are 
$13,429,040 and $10,015,725 respec tively. Trust 
funds are $132,607,933 and corporate trusts 
$69,370,125. 


CONSERVATION OF MORTGAGE 
HOLDINGS 


Banking William D. 


Secretary of Gordon 
has adopted a policy of renting real 
held by closed banks, which cannot 
for a fair price, to liquidate the assets of 
these institutions, in the Greater Pittsburgh 
area. Terming this a policy of judicious con- 
servation, he said that closed banks in this 
aren have 2,700 properties and mortgages 
ranging in individual valuations from $1,000 
to more than $900,000. 

The total book value is $13,500,000, which 
is equivalent to 27 per cent of the total re- 
sources and 33 per cent of the deposit li: ibili- 
ties of the closed banks. Because of the pres- 
ent condition of the real estate market, there 
is considerable difficulty in selling these prop- 
erties at a fair price and to conserve the 
assets it is necessary to rent them where 
possible. 


estate 
be sold 


An interesting statement is that of the 
Equitable Trust Company of New York, or- 
ganized in 1930, which lists total resources of 
approximately five millions of which capital 
funds amount to $2,000,000. 
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Chicago 
Special Correspondence 


CITY NATIONAL BANK & TRUST 
COMPANY OPENING 

Headed by General Charles G. Dawes as 
chairman of the board and Philip R, Clarke 
as president, the City National Bank & Trust 
Company began business on October 6th at 
208 South La Salle street, Chicago. Deposits 
of the Central Republic Bank & Trust Com- 
pany amounting to over seventy-four million 
have been assumed by the new institution, 
the Central Republic Bank continuing its 
trust and real estate loan departments. Com- 
mercial, savings and checking departments 
have been transferred to the City National 


Bank & Trust Company and will be carried 
on in quarters of the Central Republic. 


Under the leadership of General Dawes, 
Owen D. Young, R. E. Wood, president of 
Roebuck & Company, Frank Knox, 
publisher of the Chicago Daily News, and 
Raleigh Warner, vice-president of Pure Oil 
Company, the City National Bank & Trust 
Company was inaugurated with new capital 
of $4,000,000 and surplus of $1,000,000, In 
addition to Messrs. Dawes, Wood, Knox and 
Warner, the board of directors will consist 
of Donald Boynton of Pickands, Mather & 
Company; Charles S. Dewey, vice-president 
of Colgate-Palmolive-Peet Company; George 
Dryden, president of Dryden Rubber Com- 
pany: George Getz of Globe Coal Company ; 
John Goodridge, Charles Goodspeed, Harry 
Hurd of Pam & Hurd: James S. Kemper, 
president of Lumbermen’s Mutual Casualty 
Company; Theodore W. Robinson and Elisha 
Walker. 

The formation of the new bank was neces- 
sitated, according to General Dawes, by the 
shrinkage in earning assets of the Central 
Republic Bank due to declining deposits 
vhich made it increasingly difficult to bear 
the severe burden of interest on the loan ob- 
‘ined from the Reconstruction Finance Cor- 


Sears, 


COMPANIES 


poration in addition to heavy fixed rental 
charges and other obligations. Many of these 
fixed costs were adjusted on a more reason- 
able result of the transfer, and 
opportunity given for realization of assets 
over a longer period, 

The City National Bank & Trust Company 
is an entirely independent institution, organ- 
ized for complete banking and trust service 
to individuals and firms. Other officers elect- 
ed are: C. C. Haffner, Jr., executive vice- 
president ; W. L. Burgess, A. R. Floreen, A. T. 
Leonard, H. A. McCreight, C. S. MeFerran, 
H. R. Moore and John Utt as vice-presidents ; 
H. J. Clark, F. R. Curda and H. W. Hawkins 
as trust officers; G. R. Helffrich, corporate 
trust officer; W K. Otis, trust investment of- 
ficer ; W. B. Noyes, cashier, and P. J. Drexler, 
auditor. 

Announcement is made of the resignation 
of General Dawes as chairman and Philip 
Clarke as president, from the Central Re- 
public Bank & Trust Company and the elec- 
tion of Joseph H. Otis to fill both positions. 
In addition to trust and real estate loan 
activities the Central Republic Company, in- 
vestment affiliate, will be continued. The 
last statement of the bank shows ecash of 
$24,344,762, capital of fourteen million, sur- 
plus and profits of $11,528,219 and reserves 
of $2,290,479 out of total resources of $143,- 
606,067. Deposits were seventy-six million 
and bills payable $35,511,374. 


basis as a 


CONTINENTAL ILLINOIS BECOMES 
NATIONAL BANK 

Following approval by stockholders, the 
Continental Illinois Bank & Trust Company 
of Chicago becomes the Continental Illinois 
National Bank & Trust Company, continuing 
all facilities of trust, commercial, savings 
and foreign banking services. No change is 
announced in personnel of officers or direc- 
tors. 

Nationalization of the bank to take advan- 
tage of the proposed liberality of national 
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bank laws regarding branch banking powers, 
is logical in view of the critical situation 
caused earlier in the year by failure of many 
small independent banks in Chicago. An an- 
nouncement by the directors stated that 
“the plan for nationalizing the bank was 
suggested by recent legislative proposals re- 
garding the banking system of the United 
States, all of which indicated a distinct trend 
in the direction of a more unified national 
structure, strengthened and gqontrolled by 
federal banking authorities. It is the belief 
of officers and directors that definite advan- 
tages will accrue from changes pending in 
the national banking law.” 

A feature of the Glass bill pending in Con- 
gress and providing, in its revised form for 
state-wide branch banking powers of national 
banks regardless of state laws, would offer an 
inducement for nationalization in a _ state 
bound by laws similar to those of Illinois 
where all forms of branch banking are barred 
by state statute. An added factor of distinc- 
tion is the note circulation privilege, recently 
extended to include certain other government 
bonds, which national banks enjoy. 

The new bank will have a capital of $75,- 
000,000, profits of $2,500,000, and surplus of 
$25,000,000 after transfer of $40,000,000 from 
surplus to reserves “against all possible 
losses and depreciation.” This precludes all 
possible loss from interest in the Insull com- 
panies and enables full advantage to be taken 
of charge-offs for income-tax purposes. Earn- 
ings of $8,295,000 during the first eight 
months of 1932 are more than double divi- 
dend requirements at the new rate of $8 an- 
nually which replaces the $12 rate previously 
paid. 


Further gains are noted for the Harris 
Trust & Savings Bank, total resources being 
$124,337,272 on September 30th, compared 
with $111,915,626 on June 30th, and deposits 
$107,323,515, a gain of twelve million. Capi- 
tal, surplus and profits are $13,725,507, com- 
pared with $13,565,136; cash and government 
securities are $35,966,923 and $31,354,735 re- 
spectively, combined increase of eleven mil- 
lion. 

The Illinois Bankers Association announces 
a program of legislative proposals to revise 
the state banking laws including creation of 
a banking board with supervisory powers, 
restrictions on dividends where surplus and 
reserves are not 50 per cent of capital, and 
on bank officers acting as officers of security 
houses. Branch banking and deposit guar- 
anty proposals have been rejected. 


COMPANIES 


NORTHERN TRUST COMPANY 

Total resources of $148,616,150 are shown 
in the September 30th statement of the North 
ern Trust Company, including capital of 
three million, surplus and profits of $8,197,- 
569 after payment of quarterly dividend of 
$4.50, and deposits of $125,853,410 exclusive 
of $7,545,830 government deposits. Cash is 
$31,479,291, loans and discounts $35,819,197, 
government securities $51,242,189. 

Adrian Dubach has been elected assistant 
secretary and Krebs Beebe, manager of 
Northern Trust Safe Deposit Company. 


NATIONAL BANK COMBINED 
STATEMENT 

The First National Bank and First Union 
Trust & Savings Bank of Chicago announce 
combined resources of $668,052,643 as of Sep- 
tember 30th, of which the First National 
shows $499,726,159. Combined deposits are 
$585,775,355 and capital, surplus and profits 
$61,484,755. Cash of both banks equals $240,- 
128,548 and government securities $81,597,117. 


FIRST 


William J. Rathje, president of the Mid- 
City Trust & Savings Bank, and prominent in 
work of the Illinois Bankers Association, 
died recently in Chicago. 
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MILLS DEFENDS BANKS 

Defense of so-called “hard-boiled banks” is 
made by the First National Bank of Detroit 
in an advertisement signed by Wilson W. 
Mills, chairman of the board, who considers 
it time to tell the public frankly why a bank 
must at times refuse loans in order to keep 
them in line with deposits. 

“In the last few years, you have heard 4 
lot of talk about ‘hard-boiled banks’—about 
banks which aren’t so liberal in extending 
credit as they are expected to be,” says Mr. 
Mills. 

“A fraction of this talk may be justified. 
But remember one thing. The so-called ‘hard- 
boiled banks’ are the banks which are still 
doing business at the same old stands. They 
are the banks which have withstood economic 
disaster, are still safeguarding the money 
of their depositors, are still cooperating with 
sound business.” 

Eugene M. Stevens, chairman of the board 
of the Federal Reserve Bank of Chicago, dis- 
cussed “The Background of Finance” re- 
cently in a series of monthly talks arranged 
by the De Paul University College of Com- 
merce. 

Suggestion that state banks revise their 
credit files on borrowers, to provide basis 
for appraisal by examiners and for compari- 
tive purposes, is made by Oscar Nelson, Au- 
ditor of Public Accounts. 

A series of advertisements and publicity 
on bank services is being used cooperatively 
by banks throughout Illinois to inform the 
local public on various phases of commercial 
banking and promote understanding and con- 
fidence in local institutions. 

Hanford MacNider, former United States 
minister to the Dominion of Canada, and 
former national commander of the American 
Legion, has been elected a member of the 
board of directors of the Northwest Bancor- 
poration in Minneapolis. 
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Loring’s 
Trustees’ Handbook 


FOURTH EDITION 


By AUGUSTUS P. LORING 
of the Boston Bar 


INCE the publication of the first edition, 
twenty-nine years ago, there has been no other 
work written of a similar nature. 


With the great increase of trust estates in every 
part of the United States the demand for a short, 
concise and practical statement of the law and 
practice, governing the management of trust prop- 
erty, has increased greatly. The changes which 
have taken place in customs, business, banking, 
and securities available for investment, have deeply 
influenced the law and made a restatement neces- 
sary in Many cases. 


The fourth edition has been prepared to meet 
present day practice and conditions, and includes 
citations of the more important statutes and de- 
cisions of the various states. Over 900 new cases 
have been added. 


One Volume, Lamp Leather, Price $4.00 delivered 
Address: 


TRUST COMPANIES BOOK DEPARTMENT 
Two Rector Street, New York 








Territory of Hawaii has a new assistant 
territorial bank examiner in the person of 
J. Howard Ellis. He is a former vice-presi- 
dent of Bishop First National Bank, and re- 
cently returned from an extended trip to 
Europe. Mr. Ellis succeeds James D. Reid, 
who has become connected with Union Trust 
Company, Honolulu. 

The Federation Bank & Trust Company 
of New York, founded by labor union support 
in 1923 and closed in October of 1931, has 
reopened for business, following a replenish- 
ment of capital by a group of financial lead- 
ers headed by Owen D. Young. 





CONDITION OF CHICAGO TRUST COMPANIES 


Capital 


Boulevard Bridge Bank 

Central Republic Bank & Trust Co... . 14,000,000 
*Continental Illinois Bank & Trust Co.75,000,000 
Drovers Trust 350,000 
First Union Trust & First National... .25,000,000 
Harris Trust 

Mercantile Trust 

Northern Trust 

West Side Trust 


*Includes securities affiliate. 


Surplus and 
Undivided Profits 
June 30, 1932 


Deposits Book 
June 30, 1932 Value 
$8,665,266 
112,308,300 
599,008,620 
4,870,214 
562,759,865 
2,760,721 
5,886,866 
109,551,285 
4,763,842 


Bid 
201 70 
187 6% 
188 115 
338 150 
273-207 
226 310 
174 95 
371 385 
140 ~=—-50 


$507,751 
12,619,422 
66,250,330 
835,291 
43,131,329 
7,565,136 
439,161 
8,145,235 
403,439 


Corrected by F. M. Zeiler & Co., members Chicago Stock Exchange, 929 Rookery Bldg. 
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St. Louis 


Special Correspondence 


FINANCIAL STATEMENT OF MISSISSIPPI 
VALLEY TRUST 

Total resources of $69,968,221 are reported 
as of September 30th, including capital of six 
million, surplus and profits of $2,949,213 and 
deposits of $60,536,673. Cash equals $11,- 
884,486, government securities $16,095,906 
and loans and discounts $29,433,043. 

Victor Cullin of the Mississippi Valley 
Trust Company, in an address before the re- 
Financial Advertisers Association con- 
vention in Chicago, called attention to the 
value of complete, centralized records on 
trust prospects and the need for harmonious 
cooperation between the members of the de- 
partment. “The ideal representative” he 
said, “should have the sincerity of a preacher, 
the understanding of a doctor, the composure 
of an undertaker, the optimism of a _ pro- 
moter and the patience of Job.” 


cent 


OSCAR SCHALK HONORED BY BANK 
AUDITORS 

At the recent convention of the National 
Conference of Bank Auditors and Comptrol- 
lers in Los Angeles, Oscar G. Schalk, comp- 
troller of the Mereantile-Commerce Bank & 
Trust Company, was elected secretary-treasu- 
rer of the organization. He has served as 
head of the St. Louis Conference during two 
terms. The appointment indicates 
election as president of the National Con- 


present 
ference in 1935. 


Frank Fuchs, advertising manager of the 
First National Bank, was elected as vice- 
president of the Financial Advertisers Asso- 
cintion at their annual convention, following 
his service as a director of the association 
since 1924. Representing the Advertising 
Federation of America, he has addressed ad- 
vertising clubs in many cities. 

The Commerce Trust Company of Kansas 
City, Mo., reports September 
30th totaling $93.733.470, including capital of 
six million, surplus and profits of $2,796,382 
and deposits of $84,524,755. Cash and gov- 
ernment bonds equal $48,904,383; loans and 
discounts are $21,361,060. 

The Women’s Advertising Club of St. Louis 
has elected Miss Alice Davis of the Mercan- 
tile-Commerce Bank & Trust Company as 
president for the coming year. Miss Davis, 
as assistant to Samuel Judd, advertising 
manager of the bank, has initiated programs 
of trust service appeal to women, with unique 


resources on 


success. 
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“TRUST SERVICE 


EXCLUSIVELY” 


THE ST. LOUIS UNION TRUST 
COMPANY does not receive de- 
posits. Its entire organization and 
facilities are devoted to one specific 
object: EFFICIENT TRUST 
SERVICE. 


i} Because of its stability, its experi- 
; 








enced staff of trained Trust Com- 
pany executives, and its capital and 
surplus of $10,000,000.00, the ST. 
LOUIS UNION TRUST COM- 
PANY offers an unexcelled service. 








St. Louis Union Trust Co. 


ST. LOUIS, MO. 
Oldest Trust Company in Missouri 


Affiliated wth First National Bank 
CL Uo En Dor on EU eg | 








The First National Bank of St. Louis re- 
ports resources totaling $182,722.868 on Sep- 
tember 30th, of which cash amounts to $46.- 
§28.047 and United States securities, $25,924.- 
273; loans and discounts are over sixty-eight 
million. Deposits total $160,776,383 and capi- 
tal and surplus $19,433,108. 


Total interest and dividend disbursements 
this month involve $621,653,986, against $740,- 
456,658 in October last year, according to 
figures compiled by The Journal of Com- 
merce, 

Aggregate dividends amount to only $167,- 
300,000, against $281,700,000 in the corre- 
sponding period a year ago, divided as fol- 
lows: Industrial and utility companies, $140,- 
900,000; railroads, $10,400,000; street rail- 
ways, $4,000,000; banks, ete., $12,000,000. 


Interest payments will call for $454,353,- 
986. This compares with $45S,756,658 in Oc- 
tober, 1931. It is estimated that the United 
States Government will pay out $154,251,553, 
a substantial part of which total represents 
the semi-annual interest paid on the Fourth 
Liberty 414s and the Treasury 414s. 


The City of New York will distribute in- 
terest of $5,102,433. 





TRUST COMPANIES 


For Collections 
In St. Louis 


Oscar G. SCHALK 


Controller of the Mercantile-Commerce Bank and Trust 
Co. of St. Louis, who was elected Secretary-Treasurer of 
the National Conference of Bank Auditors and Controllers 





School savings for the first time since adop- 
T. O. Trotter, Jr., assistant vice-president tion on a nationwide scale show excess of 
and assistant trust officer of the First Na- withdrawals over deposits for year ended 
tional Bank at Chattanooga, Tenn., and June 30, concurrently with decrease of 1,942 
president of the trust division. of the Tennes- in number of schools offering savings plans, 
see Bankers Association, has been selected to 12,686. 
as one of the speakers on behalf of the Chat- A combined increase of $5,570,728 was 
tanooga Community Chest campaign. He will shown in deposits of Houston, Tex. banks 
also serve as chairman of the speakers’ com- as of September 30th, as compared with last 
mittee. June 30th. 








CONDITION OF ST. LOUIS TRUST COMPANIES 


Surplus and : 
Capital Undivided Profits, Deposits, 
June 30, 1932 June 30, 1932 
Lafayette-South Side Bank & Trust Co $2,150,000 $1,730,181 $19.010,363 
Mercantile-Commerce Bank & Trust Co 10,000,000 6,061,796 93,871,650 
DEM. Vere TPORE C8, o.oo cscs 0 0cdesdcesves . 6,000,000 3,241,695 60,551,714 
St. Louis Union Trust Co.... 5,000,000 7,133,500 ° 


*Accepts no deposits. 


CONDITION OF WASHINGTON, (D. C.) TRUST COMPANIES 


Surplus and 
Undivided 
Profits, Deposits, 
Capital Sept. 30,1932 Sept. 30,1932 Par Last Sale 

American Security & Trust Co $3,400,000 $4,525,733 $31,745,373 100 320 
Munsey Trust Co 2,000,000 1,742,086 4,378,600 100 160 
National Savings & Trust Co 1,000,000 2,809,732 14,494,613 100 375 
Union Trust Co 2,000,000 1,248,420 9,055,879 100 200 
Washington Loan & Trust Co 1,000,000 2,555,641 15,277,002 100 420 


Figures furnished by The Washington Loan & Trust Co. 





TRUST 


Cleveland 


Special Correspondence 


TRUST COMPANY STATEMENTS 

Statements of leading Cleveland trust com- 
panies for September 30th show that their 
funds are being actively employed in extend- 
ing credit for the stimulation of local busi- 
ness, home building and programs of im- 
provement and modernization. The Cleve- 
land Trust Company, with total resources of 
$283,918,571, has loans and discounts amount- 
ing to $195,843,538. Cash on hand and in 
banks is $25,304,209 and government securi- 
ties $23,884,648. Capital is $13,800,000; sur- 
plus and profits, $11,473,142, showing a small 
increase for the quarter; deposits equal $244,- 
963,709. 

The Union Trust Company reports loans 
and discounts of $150,153,177 included in to- 
tal resources of $257,433,813. Cash amounts 
to $37,660,817 and government securities to 
$12,217,859. Capital of the company is $22,- 
850,000 and surplus and profits $14,488,165, 
after payment of the regular quarterly divi- 
dend; deposits are $194,745,616. 

Guardian Trust Company shows an _in- 
crease of five million in deposits since June 
30th to present total of $115,44S8,094 and in- 
crease of total resources to $152,183,649. 
Capital is seven million and surplus and re- 
serves $7,569,856. Loans and discounts of 
$88,743,460 include loans on real estate of 
$32,073,786; cash is $14.318.451 an treasury 
bonds and notes $18,063,426. 


BANCOHIO CORPORATION EXPANDS 

The Commercial National Bank of Coshoc- 
ton, following its purchase of the Central 
Bank and acquisition of its assets, was affili- 
ated with the BancOhio Corporation as the 
thirteenth member of the organization. The 
Commercial National was founded in 1872 
and is now headed by George Cassingham as 
president. 


Ralph E. Bauman, formerly associated 
with the Cleveland Trust Company and the 
zyuaranty Company of New York, has been 
elected as president of the reorganized Ohio 
Merchants Trust Company of Massillon, O. 
The trust company will start business with 
new capital funds of $200,000, of which $50,- 
000 will be surplus. The bank building will 
be held by depositors at valuation of $600,000 
and rented to the bank, 

Ralph P. Dixon, formerly vice-president of 
the Union Trust Company, has been named 
Vice-president of the Citizens Bank at St. 
Bernard, Cincinnati. 


COMPANIES 


PROMOTIONS AT GUARDIAN 


Allan Ayers and Robert C. Lee were elected 
vice-presidents of the Guardian Trust Com- 
pany at a regular meeting of the board of 
directors. Following the meeting announce- 
ment was made of the appointment of Assis- 
tant Vice-president J. A. Purcell; Assistant 
Treasurers J. A. House, Jr., H. P. McIntosh, 
III, and P. C. O’Brien; Auditor John A. Boll 
and Manager of Credit Department Arthur 
M. Penhallow. 


The Union Savings & Trust Company of 
Warren, O. recently reopened, will be headed 
by A. F. Reed, who has resigned as vice- 
president of the Cleveland Trust Company. 
The board will consist largely of local busi- 
ness men. 


The National City Bank of Cleveland re- 
ports increases in deposits and resources to 
$30,261,000 and $36,484,000 respectively. Cap- 
ital is two million and surplus and profits 
$1,803,000. 

Charles W. Dupuis, President of the Cen- 
tral Trust Company, Cincinnati, has an- 
nounced the appointment of Harold D. Comey 
as assistant vice-president and the promo- 
tion of Edward J. Weissler, chief loan clerk, 
to assistant cashier. 


Edwin Buchanan, president of the Ohio 
National Bank, and B, Gwynne Huntington, 
president of the Huntington National Bank, 
both of Columbus, have been appointed to a 
committee of local and professional men 
named by the local chamber of commerce to 
study how the organization of limited divi- 
dend housing corporations, authorized to en- 
gage in housing projects, can help Columbus. 

H. H. Herring has joined the staff of the 
trust department of the Farmers Savings 
Bank & Trust Company of Mansfield. 


A committee of leading business men and 


bankers has been organized for the San 
Francisco Federal Reserve District to co- 
operate with similar committees organized 
in the various Federal Reserve Districts to 
stimulate use of credit funds. Among the 
bankers on the committee are F. L. Lipman, 
president Wells Fargo Bank and Union Trust 
Company of San Francisco, and Frank B. 
Anderson, chairman of the Bank of Califor- 
nia. 

Roy W. Delaney, of the Northwest Ban- 
corporation, of Minneapolis, Minn., has been 
elected vice-president of the James River 
National ‘Bank & Trust Company of James- 
town, N. D., one of the banks affiliated with 
the Northwest Bancorporation group. 





TRUST 


Los Angeles 


Special Correspondence 


UNION BANK & TRUST COMPANY DIS- 
CONTINUE AFFILIATE 

Union Bank & Trust Company of Los An- 
geles, discontinued the operations of its af- 
filiate, Union Company, on October 1st, and 
is now operating its bond business as the 
bond department of the bank, according to a 
recent announcement by Ben R. Meyer, presi- 
dent. 

-Donald O'Melveny, vice-president of Union 
Bank, is in charge of the new department, 
with Louis Meyer, Jr., manager, and A. B. 
Fox, assistant manager. 

“Union Bank,” said its president, “has long 
been known as ‘the bank of personal service,’ 
and we feel that under modern economic con- 
ditions this spirit will best be reflected by 
operation of a bond business which is an 
actual and integral part of Union Bank. 

“In the interests, therefore, of greater effi- 
ciency, and following our policy of keeping 
abreast of conservative ‘banking trends, we 
are discontinuing the bond business of our 
affiliate, and transferring it to the new bond 
department. This in no way effects the pres- 
ent substantial investments of Union Com- 
pany, which will be continued for the benefit 
of stockholders. 

“Our new bond department,” continued 
Mr. Meyer, “will be managed by the same 
personnel which operated Union Company, 
and will deal only in such bonds as the bank 
may purchase for its own portfolio. Its oper- 
ation, of course, comes under the supervision 
of the State Banking Department.” 

Union Bank’s bond department occupies 
the entire third floor of its building at Eighth 
and Hill streets, and will be under the gen- 
eral supervision of the bank’s executive offi- 
cers: Ben R. Meyer, president, Milton Getz, 
J.C. Lipman, A. L. Lathrop, Herman Hahn, 
vice-presidents, and Donald O’Melveny, vice- 
president in charge of the new bond depart- 
ment. 


Seaboard National Bank of Los An- 
geles announces the election of E. Paul 
Young as vice-president in charge of new 
business and the promotion of Robert L, Ca- 
Sey to the vice-presidency as assistant to Mr. 
Young. Albert T. Schaber is added to the 
directorate. 


The 


A. A. Opatz has been advanced to manager 
of the Washington-Westview branch of the 
Citizens National Trust & Savings Bank at 
Los Angeles, Cal. 
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TENTH REGIONAL TRUST CONFERENCE 

Trust men from all parts of the country at- 
tending the Pacific Coast and Rocky Moun- 
tain states trust conference preceding the 
general meeting of the American Bankers 
Association in Los Angeles, were treated to 
a full measure of California hospitality and 
imbued with renewed faith in the staunch- 
ness with which trusteeship has met the chal- 
lenge and tests of trying times. 

The courageous manner in which the trust 
profession has met not only its legal but also 
its moral responsibilities, was clearly sound- 
ed by Louis Roseberry in his address of wel- 
come, in which he said: ‘Be it to the ever- 
lasting credit of the American corporate fidu- 
ciary that it has withstood the shock of this 
cataclysmic business upheaval almost with- 
out a dent in the armour of safety and serv- 
ice which surrounds its trust funds. The 
enviable and unparalleled record of Ameri- 
can trust companies for trustworthiness and 
safety in the administration and guardian- 
ship of these funds has, in these severe times, 
remained unsullied.” 


Russell R. Lee of the Security-First Na- 
tional Bank has been promoted from head 
office trust department to the Long Beach 
branch as assistant trust officer. 


W. R. MOREHOUSE 


Vice-president, Security-First National Bank of Los 
Angeles, who ably managed the American Bankers 
Association Convention held in Los Angeles 
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San Francisco 


Special Correspondence 


BANK OF AMERICA SHOWS LARGE 
DEPOSIT GAINS 

Increase of nearly seven million in depos- 
its since June 30, and 58 million since March, 
when A. P. Giannini assumed control, is the 
record of the Bank of America National 
Trust & Savings Association of San Fran- 
cisco. Deposits now total $716,418,000, and 
resources $907,036,000, a gain of $1,662,000 
for the quarter, while loans and discounts 
increased almost a million to $511,689,000, 
as of September 30th. 

The “Back to Good Times” campaign of 
advertising by radio, newspaper and _ out- 
door posters, which became a statewide move- 
ment cooperated in by and civic 
leaders and the newspapers, is largely cred- 
ited with the gain of deposits from 130,000 
new customers of the bank, according to 
Peter Michelson, publicity manager. The cost 
of the campaign is stated as $200,000 for the 
three months. 


BANK OF CALIFORNIA DEPOSITS GAIN 

An increase of over five million in total 
resources for the quarter ended September 
30th is reported by the Bank of California, 
N. A. of San Francisco with present resources 
of $112,968,738, accounted for by growth of 
deposits to $88,289,056. Capital is $8,500,000, 
and surplus and profits $9,084,988 compared 
With $9,035,658; cash amounts to $23,631,768 
and loans and discounts $57,838,452. These 
figures include branches in Portland, Seattle 
and Tacoma. 


COMBINED STATEMENT OF CROCKER 
BANKS OF SAN FRANCISCO 
Statements of the Crocker First National 
Bank and the Crocker First Federal Trust 
Company for September 30 show increases 
of two million in both deposits and total re- 
sources to $110,611,462 and $132,285,971 re- 
spectively. Combined c¢apital is $7,500,000 
and surplus and profits show increase to $6,- 
759,328. Cash is $21,481,565, compared with 
$21,580,759 on June 30th and government 
bonds, $23,479,969, increase of nearly three 
million. Loans and discounts of $53,548,416 
include loans on real estate of $17,057,209. 


business 


Dwight L. Clarke, who has been vice-presi- 
dent and manager Bakersfield branch Bank 
of America, N. T. & 8S. A., has been promoted 
to the position of executive vice-president of 
the bank and transferred to Los Angeles 
main oftice, in charge of a group of the bank's 
southern California branches. 


A FLEXIBLE TRUST 

Involving more than $2,000,000 in bequests 
and trust funds, the will of the late Ellen 
srowning Scripps, half-sister of the founder 
of the Scripps-Howard papers, was filed in 
San Diego, with one especially unusual be- 
quest. 

Although various relatives, friends and em- 
ployees were remembered, an additional, flex- 
ible trust fund was created. The income 
from this fund—known as a “Relief Trust’— 
is to be used for the relief of needy members 
of the Scripps family, employees or former 
employees of the Scripps newspapers. The 
purpose in this fund was to take care of va- 
rious small bequests which in the nature of 
things could not be covered specifically in a 
will. Its flexibility suggests other, and simi- 
lar, trust fund possibilities. 

The world’s largest bridge, spanning the 
Golden Gate from San Francisco to Oakland. 
Calif. at a cost of 70 million, becomes assured 
with the appropriation of $62,000,000 by the 
Reconstruction Finance Corporation and pur- 
chase of the bonds by the Bank of America of 
San Francisco. This is the largest loan made 
by the corporation and will provide, directly 
and indirectly, employment for about 12,000 
men. 

Herbert Fleishhacker, Jr., son of Herbert 
Fleishhacker, president of the Anglo-Cali- 
fornia National Bank of San Francisco, Cal., 
has associated with the credit de- 
partment of his father’s bank, following a 
year and a half training with J. P. Morgan 
& Company and the Guaranty Trust Com- 
pany of New York City. 

The Old National Bank & 
Company of Spokane, Wash.., 
trust funds of $36,751,924 including 
ties for safekeeping of $8,175,961 and corpo- 
rate and title trusts of $7,894,500. Banking 
resources of $20,503,665 include cash of $2,- 
891,196, United States bonds $2,773,903 and 
loans and discounts $10,091,574. Capital 
funds are $1,908,407 and deposits $13,805,102. 


become 


Union Trust 
reports total 
securi- 


Henry M. Robinson, chairman of the board 
of the Security-First National Bank, has been 


selected by President Hoover as chairman 
of the Banking and Industrial Central Com- 
mittee, organized to coordinate public and 
efforts for stimulation of business 
employment and agriculture, 


private 
activity, 
The Portland Trust & Savings Bank of 
Portland, Ore., recently purchased the entire 
trust business of Commonwealth Trust & 
Title Company. Transfer involved trustee- 
ships aggregating several million dollars. 





